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BEFORE THE PUBLIC UTILI”IES COMMISSION OF THE STATE OF CALIFORNIA '

In the matter of the appl;cat;on of
SOUTHERN CALIFORNIA GAS COMPANY %o
increase revenues to offset changed
gas costs under its approved PGA
procedures result;ng from adjust-
ments in the price of natural gas
purchased f£rom TRANSWESTERN PIPE-
LINE COMPANY, EL PASO NATURAL GAS
COMPANY and PACIFIC INTERSTATE
TRANSMISSION COMPANY; to adjust
revenues under the supply adjust-

)

)

)

)

)

)

)

)

) o

; Application No. 58724
ment mechanism to reflect greater ;

)

)

)

)

)

)

)

)

)

(Filed March 2, 1979)

than anticipated collection of
revenues due to increases in natural
gas supplies; to adjust revenue
requirements as a result of the
operation of the tax change adjust-~
ment clause: to revise Section H

of its Preizm;nary Statement; and
to implement an air condltzonmng
lifeline allowance.

(See Decision No. 90322 for appearances.)

(Additional Appearances)

*Edward D. Novikoff, for Seniors for
Political Action, protestant.

*Manuel Kroman, for C;ty of Los Angceles,
Department of Transportation: Wise &
Nelson, by Brownell Merrell K Jr.,
Attorney at Law, for Lundberg Surveys,
Inc.: and Harryﬁ?helan for California
Asphalt Pavement Assocxat;on- 1nterested
parties..




Southern California Gas Company (SoCal) séeksrauthority
to increase its rates to provide additional grdsS'revenues:of,
$398,737,000 for the 12 months ending March 31, 1980 to offset
the increased cost of purchased gas of $589,537,000 under its V//
approved Purchased Gas Adjustment (PGA) procedurés, to reflect
2 Supply Adjustment Mechanism (SAM) reduction in the amount of
$201,658,000, and to utilize the Tax Change Adjustment Clause
(TCAC) to recover revenue deficiencies of $10,858,000. SoCal
also secks authority to revise Section H of its Prel;m;nary
Statement and to implement a ‘lifeline allowance for certa;n air
condzt;on;ng load. ‘

After due notice, public hearings were held‘before'
Administrative Law Judge N. R. Johnson at Los Angeles on ‘

Apr;l 26 and 27, May 1 and 2, and Juneﬂ4 ll 12, 13, 14, 15
25, and 26, 1979, and the matter was submitted upon rece;pt of
concurrent briefs due July 26, 1979.

Briefs were received from SoCal, the Commission stasff,
Valley Nitrogen Producers, Inc. (Valley), Union Chemical Division .
of Union Oil Company (Ammonia Producers), California Manufac-
turers Association (CMA), General Motors Corporaﬁion”(GMj the

city of San Diego (SD), and Southern California Edlson Company
(Edison).

Testimony was presented on‘behalf'6f'86Ca1 byfits-manager
of rates and tariffs, M. J. Douglas; by a research engineer in
whe Regqulatory Affairs Department, R. L. Fowlerf.by{a revenue
service systems coordinator, R. L. Ballew; by a gas requirements
supervisor in the Regulatory Affairs-Départment, E. K. rakemnra;
and by Eric Redd, the manager of alternate‘fuellrepbrtingfof“
Lundberg Surveys, Inc., a firm retained by SoCal.  Tes£imony‘was‘




presented on behalf of Ammon;a Producers by the deputy director of
the California Department of Food and Agrzculture J.. D, Scrzbner-w
by the president of Valley, J. H. Lindley: by the preszdent of the
Chemicals Division of the Union 0il Company of Calzfornla T. C.
Henderson; by the director of the Californla Department of Pood ‘
and Agriculture, R. E. Rominger: by a vice president of Valley, |
£. B. Lee; by the assistant director of the State of Cal;fornxa
Department of Economic and Business Development, E. Stevensor-

by the manager of nevelopncnt for the Union Chemical DlVlSlon of
Union Oil Company of Califoernia, J. J. Clarke: by the dean of the
School of Agriculture at Cal Poly, Pomona T. J Cunha- and by

the director of the Giannini Foundation of Agrlcultural Economlcs
at Berkeley and professor of agricultural economics at Davis,
University of California, B. D. Gardner. Testimony was presented
on behalf of CMA by its director of energy and environmental
quality, R. E. Burt: and on behalf of Edison by one of its
regulatory c¢ost engineers, L. J. Hedr;ck and by Sherman H. Clark, .
presidernt of his own firm of consultants. Testxmony was p:esented ,
on behalf of the Commission staff by senior utilities‘engineers

J. L. Fowler, Jr., and J. M. Peeples, by assoc;ate utilities
engineer J. R. Barrett, by assistant utilities cngineer S.;K;f

Gokhale, by research analyst P. A. Grimard, and by F;nanclal
Exan;ner IIX R. A. Charvez. '

I- GENERAL :
The component parts of the matters to be addressed in-
this decision are as follows: =~

a. Synopsis of Decision

b. The Interim Increase

€. Tariff Revisions

d. Purchased Gas Adjustment Procedures
€. Supply Adjustment Mechanism

f£f. Tax Change Adjustment Clause

g. Consolidated Adjustment Mechanism
h. Rate Design _
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II - SYNOPSIS OF DECISION ' ‘ ,

This decision authorizes SoCal to increase its rates
approximately $356,578,000 for the forecast year Apr;l 1, 1979
through March 31, 1980 to reflect a PGA zncreage of 3564 048, OOO
a SAM decreasc of $218 185,000, ‘and a TCAC increase of $lo 715~000

Primary controversy on uhz;_mattcr focused on the
apportionment of the revenue reguirement increase to the uarious“
customer groups. The methodology proposed by the Comm;ssmon staf _
of apportioning the commodity charges. related to PGA on-a unlforn V///:
cents-per-thern basis and the commodity charges related zo SAM
and TCAC on a uniform percent—of-revenue basis was found o bc
reasonable and was adopted. o S o ,

The present rate to the Ammonia Producers is. tempora:lly v//(
continued on the basis that the ‘margin between revenues from the
sales and the average cost of gas was of benefxt to thevsystem as
a whole. It is emphasized that rate relief for the Ammonia
Producers requiring subsidization by othex racepaycrs lS ultlmately a
matter to be resolved by the Leglslature rather tnan thls Commlssxon

various tariff provision- change» proposed: by'SoCal such _
as calculating PGA reguirements in therms rather than Mef, provxdlng V/(
for compound;ng of interest in the PGA and Gas Exploratxon and
Development Ad;ustmento (GEDA) balancing accounts provxd;ng -
uniform descriptive text for all of its commod;ty rate adjustment -
procedurcs and locatlng them in Section H of the Prel;mznary Statc-
ment, together with a summary table of basc and ef‘ectmve rates
and included adjustments,” and the deletzon of TCAC procedure
statenent limiting billing factor adjustments to nonllfelxne
usage were found reasonable and adopted. _

The following illustrates that rates are increasedvas:a
result of this final opin;on‘to produce'an additional $106,578;000jin'
revenue to cover SoCal's costs for energy. | -
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Anount revenue reqalrcmenu
increase %o orfset purchased
gas expense

Reveaue requirement reduction
resulting from the application
of the Supply Adjustment
Mechanism

Revenue recuirement increase
for the Tax Charge Adguscmcnt
Clause - S

Total revenue *equ;rement
in¢crease authorized in .
this proceeding

Revenue requirement incrcase
authorized by interim Decision

Additional revenue requirement

vo Ye generated Dy rates
uthorized in this {inal OplnlOﬂ

(aed'Pigure)

Hef

s

$ 564,048,000

s(zls,mss,ooo) '

$ 10,715,000

$ 356,578,000

$ 250,000,000
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IIT - THE INTERIM INCREASE |

The Commission staff's rev;ew of the appl;cat;on ;nd;cated.V
that undercollections for the increases in the cost of gas were
accruing at an average rate of approxzmately $31 000,000 a month
necessitating, in the staff's opinion, immediate interim rate ‘
relief. As a result, early hearings on interim rate relief were _
held on April 26 and 27, and May7I'and 2;:1579; An‘in;erim;increase
of approximately $250 million on a‘forecast‘year basiS”was granted,
by D.90322 dated May 22, 1977. This dec;slon prov;ded a unlform
increase of 3.075 cents pex therm for all customers- except the'
Ammonia Producers, with the prov;smon that monzco collected fo:”
the interim inerease were ubject to—refund and any revenue short- .
fall created by monies subsequently refunded .as a rﬂsult of anv'_
subsequent rate chanqco in this proceed;ng were to be reflected in .
the appropriate balaﬁcmng account._ The Ammonia Producers are: subgect
€O increase from the cffective date of the interim increase uhould
this Commission determine such an ;ncrease is reasonable.

IV - TARIFF REVISIONS
SoCal proposes the follow;ng addxt;ons rev;s;ons and/orf

relocations to its tariff schedules: o

l. Locate all commodity rate adjustment provisions'fcr.the
PGA, SAM, TCAC, and GEDA in.Sectidn;H‘of the PreliminarYﬁStatemept;'

2. Modify the text of the various commodity rate adjustment
procedures so as to provide a relatxvcly'unzform descrlptave fozmatf
in one location. o R ‘ B

3. Provide a summary table showlng basc and effectlve rates flﬂJ
as well as the various commodity rate adjustments conta;ned zn
the effective rates. '
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4. Provide that the PGA be calculated in therms 1nstead of
in Mcf, using net gas purchases ava;lable for resale for the
12-month pericd beginning with the appllcable revision dates.

5. Provide an adjustment in SAM for 1ranchlse fees
uncollectible accounts expense (F&U) and company use related
to sales variations.

6. Provide that PGA and GEDA balancing adjustments be
nodified to provide for compounding of interest'as‘cutrentlyL
provided for in the SAM and TCAC procedures.. "

- 7. Delete statement in the TCAC procedure llmltzng the
»illing factor adjustment %o nonlzfelxne usage.

8. Modify balancing adjustments for SAM, PGA, TCAC, and
GEDA to include estimated amounts for the perlod between latest
recorded data and the revision date.

9. Provide an air conditioning l-felzne proposal.

10. Provide rate d;fferentlal for those GN-3 and- GN-4
customers with, the capabll;ty of burnlng only'No 2 fuel 011
and those that can. utilize No. 6 fuel oml petroleunm. coke or
coal.

SoCal's proposal to-proVide uniform deécriptive'text
for all of its commodity rate adjustment?pxocedures andnloeate,
them in Sectlon H of the Preliminary Statement together with
a summary table setting forth base and effectlve rates, and the
various commodity rate adjustments included therein should
enhance public understanding of these-procedures and assist.
SoCal's personnel in the admlnzstratlon of its tarlffs and w111
therefore, be adopted in the ensuing order. ’
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There was no opposition expressed by any patty.in this
proceeding to SoCal s proposal that the PGA be calculated in therms
;nstead of Mc*, using net gas purchases ava;lable for resale for
the l2-month period beginning with the applzcable revision date,-
nor to the proposal that the PGA and GEDA balancing adjustments
be modificd to provide for compound;ng of interest as currently
provided for in the SAM and TCAC procedures. Such proposals are
-upoorted on the record on the bases of uniformity and compatabll;ty
with Commission pol*cv and procedures and: will be adopted

SoCal alleges that its proposed modification. to SAM to
reflect changes in F&U's and company use gas from test year 1e¢els
resulting from supply varzatlon is conslstent w:th the 1ntent of
D.88835 dated May 16, 1978 in C. 10621 ‘our investigation into saM.
D 88835 supra, states: *Revenues from the sale of gas less the

ost of that gas equals the gas margin..." (footnote 2, mimeo.
page 6) and notes that supply volumes and gas costs as contrasted
with other expenses, fluctuate in such an unpredactable‘and dramatic
fashion as to require offsct treatment. It is SoCal‘s‘positioh'
that F&U's relate directly to revenues whmch in turn, relate
directly to supply and should, therefore, be included an ‘the
SAM revenue requirement computations.

According to SoCal theradoptaon of its proposal o
concerning F&U's and company use gas will assure thatmovercollec-'”
tions related to lower than expected gas supply are refunded
£ully to the customer and undercollectzons related to hagher ‘than’
expected gas supply are recovered by SoCal. The mechanacs of
these over-and undercollections were demonstrated by an exhszt
and testimony presented by one of. SoCal's revenue service. system
coordinators. It was shown that without proposed changes the SAM
adjustment did not accurately'reflect the requlred F&U. adjustments.
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The staff's engineer accepted. SoCal's 1nclus;on of F&U*
in the revenue requxrements computatlons.' He test;f;ed that his
computations reflected the Pacific Gas & Electr;c Company s (PG&E)f
method, which applies FaU's aga;nst the cost of gas, rather thanu'
SoCal's method, but that it was his opxn;on that the overall |
results would be the same. He~was unable to-verx.y hxs computa-
tions within the time constralnts of this proceedzng and therefore
for the purposes of this proceeding, adopted SoCal"s computat;ons. _

SeCal notes in its brief that the staff's audzt report |
on thls matter was extensive in scope and- found no~fault wlth
SoCalts present procedures nor wnth the proposed P&U and company
use tracking proposals. '

‘ In its brief SD argues that after consxderatlon of tho
F&U issuve D.88835, supra, omitted the lncluslon of F&U from
Appendix B which sets forth the manner in which SAM was to»be
computed. Under these circumstances, SD beiieves‘thdt-the
inclusion of F&U in the SAM computations should be effected,
if at all, by reopening the generic SAM case and not in an -
offset proceeding such as this ome. SD also notes that over
70 percent of the SAM overcollections are#due,tonalesftomGN~5.‘
and wholesale customers and that there are no F&U's attributable
to those two classes. SD further argues. that SoCal maintains'
that it must increase its revenue reqpirementsybeeause:oﬁ F&U
when its PGA is in an undercollection'status.and dt the sahe
time reduce excess SAM revenue by a FP&U factor item when the
account is in an overcollection status. To‘SD this represents
the best of both worlds and . should not. be allowed by thls
Commlss;on-.
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The record supports SoCal's proposed procedure.
Consecquently, it will be adopted for ‘the purposes-of thls pro—
ceeding. Should further review reveal procedural znaccuraczes
appropriate adjustments.wxll be made in the next offset proceedinc.

SoCal's proposal to delete the TCAC procedurertateuent_‘
limiting billing factor adjustment to nonlifélinevusaoe to“
provide flexibility in future rate design deczs;ons is mer;torlouo
and will be adopted. It should be noted, howcver that the
deletion of such statement in this.proceed;ng mercly permztv
flexibility into the rate design and in no manner mandates TCAC
adjustment, to lifeline rates. S I

SoCal allegos that the purpose of 1ts propo,al to
inelude estimated amounts £or the period between the time of
the latest recorded cntries in the accounts and the revision
date is to make the balancing account adjustment amount as
current as possible and thercby minimize dxstort;ons that would
occur if estimates werc not used.

The primary purpose of the commodity rate adjustment-
procedures is to provide relatively prompt ratc'changcs to
reflect recorded data differing substantially from general rate
proceeding adopted results of operation.‘ The utll;zatzon of
estimated prospective data as a bas:s for computzng the commodity
rate adjustments would tend to defeat th15~purpose and w1ll not
be permztted We will, however, adopt the Commission staff'°
recommendation that the latest month recorded amounts ava;lable
prior to the revision date, be used with the prov;smon,that any
unaudited amounts wzll be subject to adgustment as determined
by the staff accountant s audit for the next succeedlng f;l;ng.«




Both SoCal's and the Commission staff's original rate
proposals provide for air conditioning lifeline proposals as
directed in D.89710 dated December 12, 1978 in SoCal's A.57639
for a general rate increase. Subsequent to the £filing of ?hi$h
application, however, such allowances were effected‘by-an advice
letter filing and need not be further considered at this time.

SoCal initially proposed that Schedules GN-3 and GN-4
be bifurcated into two rates whereby those customers capable of
burning residuxl fuel oil, petroleum coke, or coal as an alternate
fuel would be billed under a lower rate than those customersfwhe
did not have the capability of utilizing such an altermate fucl. =
At the time of the f£iling of the application SoCal‘had'het ‘
conpleted a survey to determine which of Lts customers were
capable of durning such lower cost alternate fuel and, therefore
proposed a single unit rate therm at a level comparable to the
lower price of No. 6 fuel oil (0.5 percent sulphur maxzmum).;
SoCal's witness subsequently testified that after the preparatlon
of the application with the accompanying original prepared
testimony, he came to the conclusion that SoCal should contxnuc
the policy of pricing all GN-3 and GN-4 customers at- the
competitive price of No. 6 fuel oil (0.5 percent sulphur maxamun)
for two reasons: (1) the Federal Energy Regulatory'Comm;ssxon
(FERC) will be releasing regulations on the ;neremental‘p:mcxngu
portion of the Natural Gas Policy Act (NGPA) and SoCal should
wait until these are issued before effecting a differentiaiakate;,
and (2) the costs of converting a boiler to have the capability
of burning No. 6 fuel oil are relatively minimal and SoCal would,
therefore, have few, if any, customers taking serVice{atftheu '
higher rate and would experience a corresponding decreasefin}“,
realized revenues. | | |
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Az to SeCal's abandonment of a dmf’ercntxal rate proposal,
the staff does zot agree with SoCal's argument that few’ customers
would take service at the higher rate because of low-conversmon ‘
costs for installing No. 6 oil burning equipment. Staff . contends that
this position is based purcly on the speculation of SoCal's. wmtness

nd not on any study of the PG&E system where sugh diffexr entmal rates
are in effect.

With regard to SoCal's other Argument, we take offic;al
notice that the FERC has proposed recgulations to lmplement the mncre-
mental pricing provisions of the NGPA. The_proposgd regulatxonu \ 4
in FERC Docket No. RM79-1L concern the‘mechanisﬁ for passing'through
certain incrcased well-head costs of gas from the interstate plpellnes
th:ongh the cistridution companies to the desmgnazcd mndustrmal

Tomers (la.gc voiler fuel uocrg). These hmghcr costs” wowld be
asscssed to the increment ally-prxced users as a surcharge on the;r SN
utilicy o*l;v measured by the difference between the gas rate charged
by the distribution company and uhe altcrnatc fuel cost celjang 1n
the region set by the FZRC. ‘

The proposed regulations. in FERC Docket No. RM79—21
prescribe the manner in which alternate fuel cost data would be
collected by the federal government and how the 1ncremenzal prmcing
ceilings would be calculated from this data- and publxshed for use

= deternining the surcharge. These propoued rules utmlmze & mthlé,
tier approach,. bas;ng the alternate fuel cost cellzngs on uhe cost of
No. 2 oil, No. 6 low sulfur oil,and No. 6 high sulfur oil. mn the
region. The drafters rejected arguments of some zndusurzal
customers, pipeline and distribution companzes in the early svages
of the rulemaking proceeding that the cemlxng vhould be set solely
at the level of No. 6 oil. y

Over—che *as eW'months, the FERC held a numbcr of
hearings and accepved written comment ts on the prOposed ruleu in’
both dockets. This phase of che rulemakzng proceedxngs now'has
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been completed and issuance of the final rules is pending. MTHQ
riles must de in place on the ann'versafy of enactment“of’thé”NGPA“‘
(November 9, 1979), and the pass-through of . 11creme1tal cosms must 3
begin as of January 1, 1980. ' o
In its brief the staff notes that the one materlal d;fference
between the basic staff ra e desmgn recomm;ndatmon and the rates
established by this Commission for PG&» is that the staff dxd not ;
recomaend differential ratves based on No. 2 and. No. & fuel oxl coovs,‘
respectively. The staff engineer dmd, howcver, present two~alternate
rate‘ﬁ roposals which provide such diff entlal rates hould the
Commission wish to adopt such rates on & szatewmde basis ?he‘““
Commission has adopted a policy of two-tier-—No. 2 and |
No. 6 oil=--alternate fuel cost pricing for PG&E. - (See D. 89316 and
D.90L2L.) We view this policy as consistent with the National Energy‘i'
Act and plan to extend it on a statewide basis. Because znadequaze
data was developed on the record in this proceedmng, we wmll nOt at |
this time authorize differential rates for SoCal.' However, SoCal -
1l be required to complete further studies of its cuutomers fuel- ‘
urning capabilities and practices as well as to make quarterly
filings of alternative fuel prices in ivs service area. Thio
information shall include, but not be limited to, the dellvered
price per barrel, lot eﬂze, 3t content,‘and sul‘u content.\“
Separate rate schedules for No. 2 and No. 6 uel oml alternatlves ‘
will be established. oy tariif filing as soon as. feafzble puruuant o f “'
decisions on- subsequent rate increase appl‘ca 1ono. Such appllcatlons‘
will be required %o dszerennxate raves. for thesc classes.“V
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V - PURCHASED GAS ADJUSTMENT PROCEDURES -

SoCal seeks authority to offset 1ncreases in the cost of
natural gas purchased by it and its affiliate, Pacific L;ght;ng
Service Company, from El Paso Natural Gas Company (ELl Paso)
Transwestern Pipeline Company (Transwestern) Paczf;c Interstate |

Transmission Company (PITCO), and California sources dur;ng the

period April 1, 1979 through March 31, 1980 to offset. the effect
of past adjustments in natural gas purchase costs ‘which became |
effective during the perxod June 1, l977‘to Apr11 1, 1979 and to«
eliminate the current balance in the PGA balanc;ng account. . The
total PGA revenue requ;rement set forth in the applacatzon was
$589,537,000. The Commission staff. witness adjusted thlo amount
to reflect reductiohs in the El Paso and . Transwestern rates- ordered
by FERC on March 30, 1979 and PG&E cost increases re‘lected in’ ;ts
A.58469 to derive SoCal's PGA revenue requirement of $564 048 000
This revemuwe regquirement reflects forecast: year purchases oi
789,521 MMcf of gas at an average price of $1.9219 per Mcf.f Th;s
PGA amount will be aaopted for the purposes of thls proceedmng-,

--
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Vi - SU?PLY ADJUSTMENT MECHANISM

SoCal is requesting authority to apply SAM to reduce it
rates by the amount of revenues collected in exceso of the gaﬁ‘ :
margin of $584,129,000 adopted in D.89710, supra, and D 9010R
dated March 27, 1979 on SoCal's A. 57639 for a gencral rate
increasc, and to further reduce its. rates to reflect pro;ccted
overcollection of gas margin during the lz-month,perzod end;rg
March 31, 1980. Lo

Both SoCal and the Commission' s aff kave- revxscd
estimates of the SAM revenue regquirement to reflect updated data.
The staff's engincer stipulated to-SoCa"s revised show*ng se“ o ;)//;‘
forth in SoCal's Exhibit 32. The revised SAM revenue o '

overcollection is set as 218,185,000 and reflects total e
S

sales of 8,295,775 M-thexms. This amount wxll be adoptcd for‘thls

proceeding. ‘ : Ll
VII - BALANCING ACCOUNT AMORTIZATION P,RIOD ? V//hf
The stafl proposes that the PGA and SAM over- or under-‘ v//,

collections be amortlzed over uhe forecast perzod, i.e., a lZ-month"

amortization period, and SoCal proposes that such over— or under—‘
collections be amortized over the six-month perlod between filzngs.

SoCal's method has the advantage of precluding_dramatmc buzld-ups \//f
of under- or overcollections that couid occur dur;ng long perioaa

of consisten®t under- or overcollections utlllzmng the taff'

method and will, therefore, be adopted.
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VIII - TAX CHANGZE ADJUSTMENT CLAUSE
The TCAC revenue reguirement was computed by the staff
to be $10,715,000 and consists of a balance on December 31, 1978
of $9,703,000 plus accruals from January 1, 1979 through March 31
1979 of $856,000 plus additional franchise tax and uncollectzble
accounts expense of $156,000. This fzgure will be adoptcd.

IX — CONSOLIDATED ADJUSTMENT MECHANTSM
Ordering Paragraph 2 of D.88835, supra, states:

“2. In its initial filing for rate change
under the Supply Adjustment Mechanism pro-
cedure, each utility shall include a proposal
for consolidating the Supply Adjustment
Mechanism with its purchasc gas adjustment
clause.”

In compliance with this paragraph SoCal proposed a
cougolxdatlon of the SAM- and PGA-proposed. procedures as an extra
step wh;lc ma;nta;n;ng ;dent;fmcatzon of all costs associated
with gas purchases separately from other costs. in essence the
procedure vrovides for the separate computation of the gas cost
adjustment amount and the supply adjustmeut amount and the-
combining of these two separate amounts as a~scparatcwand éxtra
step in the procedure.

As previously dlscussed we will adopt SoCal's propogalj
to locate all of its commod;ty rate adgustment procedures and a
summary table of base aad effective rates in Section H of the
Preliminary Statement. Such a procedure results in the consoli-
dation of all of SoCal's commodity adjustment procedures, including
PGA and SAM and, thercfore, automat;cally'results in £ull
compliance wzth the above-quoted Orderrng Paragraph 2 of D 88835
supra. I o
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X - RATE DESIGN ”_\/f//f,

Testimony and/or exhibits on rate deszgn were presented
into evidence on behalf of SoCal, the Commission 'staff, Ammon;a
Producers, CMA, and Edison. It is, therefore obvxou, that the
apportionment of any authorized increases to the var;ous~custemer
groups and the appropriate design for the various rates within the
respective customer groups were the most-conthVersiallissues-
raised in this proceeding.

The total adopted revenue requirement to be allocated ,
anong the various customer groups as & result of interim D. 90322 and
this final opinion is $356, 578 OOO, computed as follows.

' M—-..» -
PCfA $564, 048
- SAM (218, 185)

TCAC 10‘715,
Total $356,578

General

Position of Seolal

SoCal's initial proposal was to spread the increésed,'
revenue requirement to customer classes by increasing wholesale
rates on the system average. cents-per-thctm increase; to estabiish‘
the GN-5 rate applicable to steam geucrat;ng plants at the compar-
ative price of No. 6 fuel oil (0.25 percent sulphur maxlmum)' to
base the GN-3 and GN=-4 rates at a price compet;tlve with the low
identified price of alternate fuels so as not to prov;de an’ economic
incentive to leave the SoCal system in favor of alternate fuels-?
and to allocate the residue of the revenue requirement by a
formulary approach based on the present relative differeﬁces ‘
between the residential blocks. The testimony indicated that even
at present rates a number of GN-3 and GN-4 customers whose combined’
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annual consumption of natural gas totals approximately 55 b;llmon
cubic feet of gas or in exccss'of 35 percent of the total GN-3

and GN-4 customers' consumption nave voluntarily switched to
alternate fuels for prolonged periods of time. According to SoCzl,
it is therefore e¢ssential that it experience no further loss of
GN=3, GN=4, and GN=5 customers. The loss of such cuStomers;‘
according to the record, could result in increasing‘the‘additional
revenue requirement for the remaining customers from its presen*‘
level of 4.619 cents per therm to as much as 6. 475 cents pexr therm.
While SoCal would prefer to have the necessary rate lncrease spread
on the basis of its original proposa it expressed a wzllzngnefs

to accept the staff's proposcd rate spread in the hope of expedzt;ng
rate relief.

In response to the issue raised by the COmmx331on staff
and other parties relating to the justification for purchaulng
Canadian gas at a cost h;ghcr than its system average rate, SoCal -
states that it is following a Commission-cstablished policy of
acquiring maximum available guantities of gas tofreduce‘tq'the'
lowest possible level the nced for California to convert froﬁ”
direct use of gas to the direct or indirect use of coal and o;l
and also that such gas is neceded to assure continuity of service to
higher priority customers in times of highest demand. _

SoCal is against cstablishing a precedent fbr'creating'
special rate classces based on the relative social usefulness of -
different end products or services and asserts thatrthe Ammonia
Producers' showing is not ufflClently convincing to gustlfy the
establishment of such a precedent. In addrtmon accordzng to
SoCal, the establishment of such a spec;al rate would vzolate the
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prohibition against discriminatory rates found in Public_Utilities“
Code Section 453 and quotes the following in its brief:

*!It'is only unjust or unreasonable.
discrimination which renders a rate

or charge unrecasonable:; and a utility
may, without being guilty of unlawful
discrimination, classifv its customers

oxr patrons on any reasonable basis, as
accordlng to the purpose for whlch they
receive its service or praduct, or the
quaatity or amount received, or the
different character of the service
furnished, and, subject to the general
requirements of reasonableness . . . make
separate rates for each ¢lass orxr group,
even though there is but one customer
included therein.'" (Emphasis by Court.)
(Citv and County of San Francisco v Western
Air Lines,k Inc. (1962) 204 Cal App 2d 105
at 140.) -

SoCal argues that for therc to be any reasonable basis on
which to grant the Ammonia Producers' request, this Commlsszon would
have to find that any gas increuse aL this tlme would drive- then B V/f-
out of business. According to SoCal, the Ammonla Producers' testimony
that a 20 percent increase in the przcc of ammonia fert;l;zer would
only decrease the demand by 3 percent, means that the ‘EWO |
remaining producers could absorb the lncrcased gas cost proposed 1n
this proceeding and still market 97 percent of the fert;llzer thcy
now sell at a 20 percent higher price; wzthout any ;mmedzate threac \/((

that foreign ammonia producers would erode themr captzve 40 percent
share of the total California market.

SoCal believes that the staff's proposed solar incentive
rates for natural gas should be more'appropriately considered in

ongoing scparate 1nvest1gatlons on thzs subgect such as OII 13
OII 42, and C.10150. ‘ ‘
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Position of Commission Staff

As previously stated, the staff's position was presented
through testimony and exhibits introduced into ev;dence by two sen;o-"
uwtilities engineers, one associate utilities eng:neer one as,;stan*-
utilities engineer, one research analvst and one Financial Exam;ner
IXI. Such testimony and exhibits 1ncluded presentat;ons on" the
basic allocation of revente increases to customer: groups together
with alternate rates based on Edison's March 1979 cost of No..z
and No. 6 fuel oil and the proposed incremental przcing under the
NGPA of 1978, an exhibit on gas supply for test year 1979 saleu,
solar incentive rates for natural gaa, the curren*'cost of. No-eze.
and No. 6 fuel oil, marq;nal cost pr;c;ng, federal part;c;patzo
in state regqulatory hearzngs and the results- of a sta f audit
report in PGA, SAM, and TCAC. , B

Based on Platt's Oilgram costs reported for the fz*st
trading dayv of each month for V.Z. taﬂk car—truck transpor. lots
the stafi's witness derived a cost from 31.20 to 3l. 96 cents- pex
therm for No. 6 fuecl oil and from 33.66 to 36.92 cents per therm ‘
for No. 2 fuel oil. Due to the fluctuatzons.ln actual pr;ces_paad o
for alternate fuels, the staff believes that a 5 cent per therm
differential between the cost of fuel oil'and naturaltgéspWilly
prevent the loss of existing commercial-industrial customers‘ftom )
the SoCal system and recommended a commodity rate for Schedules
GN-2 through GN=-5 of 25.506 cents per thexm. The staff's basic
rate proposal reflected a un;form cents—per—therm allocation for |
PGA and GEDA revenue requlrements.and equal percentage of revenue
bases for the allocation of SAM and TCAC revenues. Thesc baszc
criteria were used for the residential class as'a whole ‘but a .
differential of approximately 125 percent was maintained between
the proposed lifeline commodlty rate and the proposed system
average rate of 25.502 ‘cents por therm.
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The staff docs not at this time récommend_the‘Adoptionwo£  \/(f.
ivher the altermative rate based on Edison's Mﬁfohl1979fcost.o£ No. 2.
nd No. 6 fuel oil or the alternative based on incremental pricing’
under the NGPA of 1978, as such al ternatives es tabiiSh a'highcr‘ﬂiv.’7
comnodity rate for Schedules GN-3 through GN-5 and could con-
ceivably result in the loos‘of market to the detriment of the
cystem as a whole. | ' | f
The staff also proposcd a dzscount of 5 cents per therm
for the lifeline volumes of residential customerg and the~flrst S0~

therns for nonresidential customers as an anent;ve fox the’
installation of solar and/or space heating systcms by natural gas
customers. The proposed rate is admittedly not 100 pcrccnt COot-
effective but would provmde'some ﬂncentlvc for-the mnstallatlon of
solar oqpipment. It is noted that in the case of resxdcnt;al ' \///

customers the proposed rate would provide for sellxng gas at
substantially below the estimated forecast year unit cost of
purchasced gas. ‘

One of *he staf"s.wztnesses testified t&at pr;cxng gas
at its marginal cost would make the user aware of the h;gh.current.
cost of proguring new gas and behave accordingly and contrasted
such pricing with the rolled-in cost of gas which may teénd to.
encourage consumption because of the lowcr averaged prlceo derived'
from a period when gas was less expens;vc.' He further tegtlfxcd
that it is easier to antxc;patc the advantages of marg;nal cost
pricing than it is to apply the theory and lmsted such d;sadvan-
tages as the speculative foatu ¢ of pILCLng gas on long—term
estimated costs, the dzsto zion of clear prlce ,;gnals by ..
unforeseen and unplanned fluctuations and adjustments the
potential conflict with alreadv-establzshca przorztles whmch
favor residential customers and tho,c commcrc;al and ;ndustrlal
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,"'"r'.

customers who cannot readily sw:tch to alternate fuels and the
collection of revenues in excess of the Comm;sszon-established
revenue requirements. This witness also listed six alternate
gas sources with 1979 cost estimates rarging ftom'a'low~o£ $4.05
a decatherm for In-Situ Coal Gasification to a high of $4.42 a
decathern for steam—reforming butane and‘partialvoxidatibnfof
residual oil. . ' - I
One of the staff witnesses testified that when the
creation of a new rate class is under consideration‘by-a'st&te*
regqulatory agency, FERC may intervene and participate and that
the application of a differential rate between customers who had
the capability of burning No. 2 or No. & fuel o;l as contrastcd
to those who could burn only No. 2 fuel eoil, could nave possmbly
been construed as the establ;shmcnt of a new rate class permztt;ng
FERC intervention in the current proceeding.

The staff also raised the requlatoxry issue. of SoCal s
policy of purchasing Canadzan gas by way of the Noxthwest Plpelmne
Corporation and PG&E at a whole ale price higher than the reta;l
price SoCal charges its lowest przorlty customers. Accord;ng to
the staff, it is SeCal's supply'pollcy to buy‘all of the. gas that'
is avazlable while pr;czng the gas to GN-3, GN-4 ‘and GNhS customers
O as to prescxve a market sufficient to absork the gas supplleq.
Such a practice increases SoCal's revenue requ;rement more than
$26 million over the amount nceded were this relatively h;gh
priced gas not purchased. The staff believes thi§f¢ommiSSidn should
consider whether its ratemaking mechanisms may be operating to
modify a utility's operating practices and ‘the test of reasonabie-‘

ness. Following is the staff's posxtlon on these issues: o \/’f,V;'
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"These issues are characterized as latent, because the.
staff has not directly raised any issue as.to the
reasonableness of SoCal's supply policy in this
proceeding. This acquiescence is based in large pars
on the Commission's established rate design policy.
As will be shown below, any departure from existing
rate design policy calls into question the reason~.
ableness of SoCal's supply policy. L ‘

"Simply stated, SoCal's supply policy is to buy all

of the gas that is available, while pricing the gas
To priorities 3, 4, and 5 customers so as to preserve
a market sufficient to absordb the gas supplies.

(Tr. 74.) The ratemaking consequences of this policy
are illustrated by the testimony that climination

of the Northwest Pipeline Canadian supply from the
gas balance reduces the test year revenue requiremens
Oy more than $20 million (Tr. p. 732), wish resulting
inereased curtailmens of only priorities 3, 4, and 5.
(Tr. p. 7LC.) Although no calculations have been .
mace as to the PG&E supply (Tr. p. 740) the effect
would apporently be similar, though of smaller
nagnitude. S

"The basic ratemaking question raised by these trans-—
actions ic as posed by staff counsel: ' Weuld you

buy this gas if there were no balancing account
treatment? * (Tr. p. 742.) The answer is cautiouss
'We would have to come in more often for general’

rate increases to sece that our costs are covered.'

(Tr. p. 7L3.) Since SoCal for several years has.
sought general rate increases . as of'ten as possible,
this is a qualified endorserxent of the general
policy. The point for the Commission to consider.

is that ivs own ratemaking mechanisms may be operating
to modifly a utility's operating practices and the test
of reasonableness. If this is intended, the o
Commission should so state." (Sgaff brief, p. 2-3.)
The staff raises an issue directly related to the rate

design issues we must addresslherein, As long as gasvrates}féb ‘
interruptible customers are set at a price that at least recovers .




SoCal's cost for the incremental high cdst quantities of gas to
serve these customers, there is no harm to SoCal's ratepayerg as a
whole because the cost for this higher priced Canadlan gas is
recovered from those 1nvcrrupv1blc customers who. use 1t. For this
reason we ado»t rates for ln*e*ruptlble customers that are hlgh
enough to recover SoCal's cost for the hzgher priced Canadman gas; .
This comcept will be discussed further in the. subsecucnt dxsc;ssmon
on aiterzative fuel cost as is relates L0 rave deelgn.\ o
SoCal defends its position of ‘purchasing the relatzvelj o
higher priced Canadian gas on the two bases of assurzng contmnu;ty
of service to higher priority customers in tzmes of hlghes* demand
azd of following this Commission's polxcy as set forth in D. 89177
on A.57626 et al., relating to liquified natiral gas as.follows:,

" . . To this end, we are pursuing a pollcy
of ‘Lrthe*zng acquisition of maximum available
quantities of gas, to reduce to the lowest
possible level the need for California to |
convert from direct use of gas to either direct
or indirect (for electric generation) use of
coal and oil.”  (Mimeo. page 86.)

Ve are hardly in a position to fault SoCal for *ollowmﬁg
our dictates. It should be noted that although the Canadzan gas
is presently the highest priced gas presently'purchased by Socal,
all 1nd1cavzons are that all future additional supplles wzll be




.’

In its brief the staff argues that the CMA rate dengn
recommendation is without merit and quotes from D.50424 dated
June 19, 1979 in PG&E's A.58469 and A.58470 for offset relief
wherein CMA proposed similar rates as follows:

"CMA's proposal is not consistent with our
Yecently acopted policy to price gas at a
level approximately the same as alternate
fuel and is not coasistent with the Natural I
Gas Policy Act soon to be implemented and: ‘ V//‘
will not be adopted.” (Mineo. p. i5.)

The staff argues that this criticism remains val;d todav—and is

sufficient to dispose of the matter. In spite of this pOSLtlon

however, the staff further argues that CMA's pouztlon that gas

costs be allocated among customer classes on a rolled-~n fullyl

allocated average basis was repudiated by this Commlssxon fully :

four vears age as cvidenced by the following quote from. D 84721“
ted July 29, 1975 in PG&E's fset A.55687'

"In szmple terms, the hxgbest rates shOle

be paid by the lowest priority users, :
because the highest priced gas is for thei ‘
benefit - without that gas those users wounld
have to find alternat;ve fuels." (78 Cal

PUC 534) .

According to the sta‘f a low price for gas to those-customere Wi - ;V
alternate fuel capability will cause a shift from oil tor gas recucmng'v//
the demand for oil and therchy depress;ng 0Ll prices and forc_na thc
p*;ce of gas further downward for lower przor;ty customers,wzth an )
accompanying potential harmful revenue requirement contrlbutzon effec*‘\//j\f
for high priority customers. S | M
The staff also notes that‘CMA's,ratc design p?bppsal ié,

predicated on the staff's estimated level of sales which, according
to the staff, amounts to an admission that CMA's rate design =
proposal will achieve no mere conservatlon than the staf"s proposal.-
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With respect to Edisoﬁ 's propoéal that the GN-5 rate be ‘
priced 20 percent less than the prlce of alternate fuel, ' V///
the staff argués that the calculatzon of the 20 percent factor is
made on a fully allecated, sunk—cost basis that has no relation-
ship to avoidable costs or real;ty,and these are not costs that should
be borne by the gas ra:epayers while. elecvrmc ratepayers enaoy an
economic benefit when cheap gas is subst tuted for expenszve o*l.:

The staff also opposes the Ammon;a Producers"proposal
of no rate increase at this time on the followlng bases. (1) there
is no ratemaking justification for the proposed dlscrim;natory rate,_w//(
(2) the displaced gac will always be sold at a h;gher price resultzng
in a more positive revenuc contribution to the utilivys. (3) tw0xo*
che cix plants that closed werxe operatcd by Oec;dental Chemmcal
the same entity that imports Rusoman fertilizer, and cannot. be |
characterized as plants lost to foreign competltlon- (&) a largc
portion of the market has been dxsplaced by Union Chemzcal ‘
Production from Kenai, Alaska; and (5) the establ;shment of the
rate differential would place this Commission in the center of
social ratemaking establishing priorities based on a judgment of
social values and financial hardship. '
Position of Ammonia Producers

The position of the Ammonia Producers was presented into
evidence through the testxmony and exhibits of nine prev;ously
listed witnesses and is as follows:

1. vValley is a California cooperative wzth approxzmately
5,000 farmer-shareholder members with ammen;a-produc;ng plant
located in El Centro. Before the cost of gas increased to its
present high level, Valley alse had plants at Hercules~and Helm
but the high cost of gas ‘orced thezr elosure.

by
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2. There were originally emght ammenia plants zn Cal;forn;a .
which ¢ould produce approxmmately 115 percent of Calmforn;a 5. needs. |
The remaining two plants can produce approxmmately 40. percent of |
California's needs, and the Unlon 0il of Cal;fornza (Union)’ plant |
at Kenai, Alaska can produce approxxmately 28 percent of Calzforn;a s
needs. The bulk of the remaining needs are supplled bv-Russxa and
Mexico. '

3. A gas rate increase at this time would force the shutdowu
of Vallev's remaznlug plant, and the ‘special cryogenmc tanks and

cuipnent required to ship ammonia are in l;mrted supply so that thc

SthdOWﬂ of the El Centro plant could create a ,hortaqe of ammon;a '

for several years until the requisite transportatlon equ;pment could
manufactured. T L

4. The price .of gas has increased from 5.2 cents per therm‘
in 1974 to its P esent price of 21.2 cents per therm, an zncrease
of more than 400 percent. ' 3 D

'S. The present price paid for gas by the Anmonra Producers
exceeds the ¢ost of gas in the rate proPosed for wholesale customers
in this proceedzng-

€. The proposed increase would cost the Ammon;a Producers
more than $5 million a year.

7. Present ammonia prices are art;f;crally depressed by'the S
Russian and Mexican producers in an attempt to corner the market. \//(Ad“
AT some point in time the price of ammonia will 1ncrease as demand
increases and the Ammonia Producers will then be wzlllng and: able To
absord appropriate increases in the cost of natural 8aS.

8. The price of ammonia is uniform throughout thevstate.‘

‘A special rail rate was established from Texas to Callfornza - \/(*,l o

which pernitted Russian and Mex;can ammenia to be der;vered to
California at a low rate.
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9. Union takes service from a transmission méin'oand its
personnel are tecchnically competent to resolve operatzng problems
s6 SoCal is nét required to send personnel on trouble calls. . The
lack of distribution facilities and elzmxnatmon.ofktrouble calls
to the premises result in lower unit costs to sexve Union than a3
most other customers. Union also noted that ;ts,plant operate«
seven days a week, 24 hours a day, except when shut down for .
maintenance during January, the time of SoCal $ peak demand ‘

10. The California Department of Food and Agrlculture 19

alarmed over the reduction in ammonia product;on in Calﬁfornza.

agricultural productloﬁ and it is vital that a least part of the
anronia be produced in California so that all.the supply is not
dependent on loag lines of transportation or overseas sthments.-

11l. Nitrogen fertilizer is the single, most lmportant
component of added ¢xop nutrients.

because nitrogen fertilizer is a very ;mportant component of V///»

12. 7The timing of the appl;cation of nitrogen‘fertiliZer
is critically important, and the farmer cannot wait two week
or a month for delivery of nitrogen fertilizer. SR

13. Ammonia production is so vital to California agriculture
thas the Commission should set a gas rate that will make it possible
for the two remaining plants to stay in productlon.\'Iﬁfwas‘noéod |
that the rate of productivity advance in California sincogl950-'
has been much greater than in the nation as a whole anthhat it
is generally accepted that the most lmportant.contrlbutxon to
such an increase in agricultural product;v;ty has‘bcen the" anreased ‘
utilization of fertilizer. Consequcntly it is o*‘utmost 1mportance

and in the public interest that the two renalnlng ammonza plaftu

contznue in business. , ;“-ﬁ :
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14. The two ammonia producers arey with the excepgion‘off V//a
wholesale customers and steam electric gemerating plants, the =
two largest customers on SoCal's system. ‘ ‘ |

15. The revenue per therm received by SoCal forfqas‘sold to
the Ammonia Froducers exceeds the average_cést of'sudh Qaé purchased
by SoCal; the retention of these two large customers is of
overall benefit to the SoCal systen. ,

16. The principle of limiting the increase to a large customes
in order not to lose the customer is as applicable, if nbt;more‘so;
for the Anmonia Producers as for any of SoCal's other customers-
Position of CMA ' - o

CMA's presentation was made by its directo*‘of'énetgv'aﬁa
environmental guality, R. E. Burt. The purpose of his tes lmOﬁV
- was to provide for the coﬂsmdcratzon of the Comm; szon" C%A’ef
views regarding the appropriate method of sprcad*ng SoCal s increased
revenue regquirenent to the various customer classcs._ The eﬁhzbzt -
sponsored by this witness includes cowpar;song of relatzve' atc
increases to custoner classes during the ’970 'S, cost of scrv;cc
analyses at nt and various proposed. rates a sunmary o“ _
essential considerations for any rate spread he would deem reason-
able, and proposed rates he recommends be approved oy th*s Conn;ssmon
for SoCal. Mr. Burt notes that starting in 1975 this Commission
deviated from its past practice to spread required 1ncreases on a .
uniform cents-per~therm basis for all classes and ;nstead zncrcased Va
the residential class, dy a much lower relative percentage than othe“ »///
classes with the result that present l_fellnc rates, whzch compr;se“‘
60 percent of SoCal's annual residential sales, are so low that
SoCal loses money on every lifeline'thefn sold. He notes that £or
the period Januarxry 1, 1976 to‘Aprzl 1, 1979 the large 1ndustr;al
customers' rates were zncreased by 1290 percent as contrasted to
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the system average increase of 10l percent ‘and the resmdent;al class
increasc of 49 percent. According to CMA, such rates deceive
rcs;deutxal customers into bel;ev;ng gas is a relatively ;nexpen51Ve.
commodity while at the same time d;scouraglng eff;czent and useful
uses of gas by other customer groups. . .
Mz, Burt also testified that natural gas przces should
be XKept as low as possible to all customers and should: net be .
increased to match the price of alternate fuels.- In his op;nzon
the cost of alternate fuel» should serve as a vehxcle for the
design of rates only when it is necessary £or the utzl;ty-to‘ '
‘price gas at less than its fully allocated cost. lﬂ order to market
the product. o '
Utilizing the above-cnumerated rate des;gn concept
¥r. Burt desmgned CMA-recommended rates which'" reflect the followzﬁg
2. Residential rates are increased substawtlally to prov;de
at least a zero rate of return for lifeline quamtmt;es aad a
definite contr;butmon to SoCal's return for the balance of the
residential ¢lass. ‘ 2
®. The commodlty rate for each schedule was- establlshed
to meet the full cost of service for that schedule when comblned
‘with the customer and/or demand charge. _
€. The residential shortfall from the above rates was’
partially recovered by adding 1 cent per therm to the ;ndmcated
GN=-1 £full cost of service rate. - B -
d. The GN=5 commodity rate was set bylthe‘cost‘df*servicc'“
to that customer class. | ' |
The rates developed, as descrlbed above were:, then.compared
TO the rates broposed by SoCal and the Comm ssion otaff-‘ CMA belleveg
thlS comparison 1nd1cate that neither the waff's nor SoCal s _
pr0posed “eSLdedtlal rates generate revenues suff;cment to provmde
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any positive contribution to SoCal s earnings, as contrasted'to
CMA's proposed rates, that would prov;de a healthy contribution to
return while maintaining a substantlal subszdy for lifelinec usage.
In its brief CMA.notes that much of the transcrrpt of thrg

roceeding is taken up by drscussron concernrng tho pllght of the
Amnonia Producers and argues that this Commrsszon s pr;czng polxcres
crcated the situation which could have been avorded had rates becn .
properly established in the first place. CMA-further,argues that
present rates are unlawfully discriminatory asrevidencedfby’the‘
loss to be experienced by sales to residential customers, as
contrasted to a pre-tax return of 23.5 percent for the. GN—l through
GN-4 customers and the pre-tax return of 59.8 percent for the GN-S
customers. CMA contrasts such returns with the pos;trve returns
historically earned by the resmdentral customer class for the
period 1972 to 1976. - | | S o

CMA further-argueswthatvNGPA simply doeshnot”provide’a bdsi;i'

or justification for setting rates at the level of alternate fuel costs
ané that such a pricing policy is unlawful in that‘it”results in some
customers having to pay rates grossly in excess of coot'in order
to provide subsidies for other customers who are prov;ded serVLce
at rates so low that the utxlzty fails to recover even rts costs '
exclusive of return and income taxes. -
Position of Edison | '

Testimony and exhrblts on bohalf of Edzson ‘were presentod
into evidence by one of its regulatory cost engineers in its.
Revenue Reguirenents Department L. J. Hedrick, and by the preszdent
of Sherman H. Clark Assocrates a company specral;zzng in energy
and resources econom_cs~research
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The testimony of L. J. Hedrick set forth his beiierchate
SoCal's proposed Schedule GN~S is unduly'discriminatoryt‘that~
conservation is not furthered by the "alterhate‘fuel“ concept:
that the NGPA of 1978 exempts electric utilities from the
incremental pricing scheme; that the 1nclusxon of demand—related
costs in Schedule GN-5 exacerbates theydzscrxmxnatory nature of‘v
the proposed rate: and that a rate schedule that‘recovers the‘
bulk of allocated fixed costs through the varlable component ox
the rate is improper. He compared the after-tax rate of return :
as shown by SoCal for GN=5 cuetomcrs of 32.% percent as compared
to 2.9 percent for residential, 19.6 percent for Schedules GN-l
through GN=4, 9.8 percen* for the c¢city of Long Beach and 4.2
percent for San Dicgo Gas & Electric Company- in support
of his position that Schedule GN-5 is unduly‘di,crihinetory.’ Such
a return for this rate schedule, accordzng to the tcscxmony,
contrasts sharply with the historical relat;onsh;p of the inter=-
Tuptible steam electric plant customer to SoCal's other customer
classes. This wi tness further testified that SoCal admits that
the proposed rate is not des;gned to achieve conservat;on and
that Edison receives gas at the lowest priority thh novdemanc
rights and, therefore, should nave all demand-related costs
excluded from the computations leading to the desmgn of proposcd
Schedule GN-5. Consegquently, accord;ng to Edlson the inclusion
of fixed costs in the variable commodzty\charge of the’ rate noei
only results in excessive billing to Edison but, because-of thcf'
wide fluctuations in sales, causes severe fluctuat;ons in the
level of recovery of allocated fixed costs.
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“The purpose of S. H. Clark's teétimony'was to evaluate
for the record Edison's risks of relying on spot purchases of low
sulphur heavy fuel oils and the related: Ilak factors that should be
included in the rates for steam electr;c generatzng plants.‘ Thlo_
witness concluded that Edison would be . very 1ll-advlscd to rely on
spot purchases to obtain necessary fuel o;l and. testzfzed tha*‘the
extremely wide fluctuations in the supply of gas te Edison
necessitates back-up oil supply arrangements. Such arrangcmeut,
are very costly and, conscquently, in- h; op;n;on the charge for"
gas «¢o Edisen should not exceed 80 perccnt of the cost of alt ternate
fuel oil. The 20 percent reduction below al¥ternate fuel costs 4 |
espoused by this witness consists of-aqd;tlonal costs incurred by
EZdison to adjust for the wide f;uétﬁations in demand, such as the
interest on the cost of oil inventory (10 percent), the cost of -
additional stdrage facilities (4 percent), and additional'hea*ing 
and pumping costs, hicgher oil prices for more flexxble take-or-pay

contract provisions, and loss on resale of fuel oil as’ requxred o
(a total of 6 percent). ‘ o -

in *.s brief Edison notes that as a resultlc“ah'incréaSé

in the price o‘ oil during the proceeding, SoCal- revzsed 1ts rate
proposal to increase its proposed rates %o GN-S customcrs and
decrease proposed residential customers in sp;te of the fact that
the change in the price of fuel oil did not alter the costs to
sexrve the respective customer classes and that SoCal' s pol;cy
witness did not concern himself with the d;spar;ty in rates of
return by customer class asrlong as the proposed Tate to those .
customers who have altexrnate fuel burnzng capabal;ty was set belowv_g
the value of service. | ' . EERES

Edison argues that the evidence in this-matter indiéates(
that SoCal could market its gas to all its customers were the’ ratesJ
to be based on fully allocated cost of service. |
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Edison indicates that during the periods invelved in"'v;//‘-
this matter, only for whelesale customers and GN=5 customers -
did recorded sales exceed estimated .sales,and argues that SAM v//(,
rate reductions should redound only to the benefit of those |
customer classes generating such overcollectionso on thislbosis'
the GN-5 fair share of the March 31, l979dSAM'Ealance'WOUId'be' |
approx,mately $40,000,000 instead of SoCal s proposed allocatloﬁ

£ $8,452,000 to such customers.
Posztzoo of GM

In the final davs of_hear;nq SeCal's wmtnoss notcd tha.'
“the rate levels in the staff's primary rate deszgn proposal were.
essentially those that would have resulted had SeCal's bas;c *ate“
proposal been updated. Coosequontly, for the purposcs o~ 1* o
rate design discussion, GM assumed that SoCal 8 proposed rotes
coincided with the staff's proposed rates and. focused its rato

esign discussion on the staff's and CYA's proposals as the basic

alternatives presented for Commxssaon conszdoratxon in: this
proceeding. In addition to the comprohens;ve rate desmgn xssues
GM commented on the staff's incremental pricing concept aﬂd solaxr
incentive rate, and the Ammonia Producers' request for spectal rate
relief _ '

GM argues that the staff's rate desmgn proposals shou’d
be rejected. It supports CMA's proposal which, accordzng to GNM,
is consistent with the guicelines laia down vy the Californza
Supreme Court in Califormia Manufacturers Assn. v Public Utilities
Comz. (l979) 2L Cal 3¢ 251 and California Manufacturers Assn. v
Public Utilities Comm. (1979) 24 Cal 3d.26}.'_"" S
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According to GM, the staff's ratemakxng methodology is
tantamount to a mechanical exercise whereln the rates for lowcr
curtailment priority customers are fixed in relation to ava:lable
alternate fuel price information, lifeline rates are determzned
as a percentage of the system average rate, and the rema;n;nc ‘
schedules are determined on a residual basis. GM argues. that e
such an approach comports neither with the several ratemakzng v/(, |
eriteria often cited by the Commission in pasu proceedzngs nor wzoh~\///‘
the statements of the California Supreme Court as‘to,the manne:, o
ir which the Commission is to determine whether rate‘dispa:itios ' o
for different users reach the plateau of arbitrary or disorin*natory*v//w\
action. M further asserts that the California Supreme Court | |
:equires this Commission to consider cost of service evndence
and issue findings re‘lect;nq the Commission's evaluatzon of
any deviation from cost of service in rclatzon to the partzcular
polzcv obgect_vo professed to be served by such a.departure and

t¢s that the staff's rate design thncss acknowiedged that he .
did not look at cost of sexvice information’ for hzs rate desxgn.

It states that the remedial measures proposed by CMA,oo correc*‘o
*"stlfmably dzscrlmmnatory rates by substant;al 1ncreasc, to

the resideasi tes and provide for revenue stabml ty are
necessary. '

With respect to incromental pr;cxng, GM notes that thc ‘
lack of merit in the incremental prlczng concept is patenfly clear
in the staff witness' testimony, exhibits, and responses to
cross—-examination. In spite of such'evidence howevor accor&;ng
to GM, it is suggested that SoCal's lower priority xndustr;al
gas customers should pay the entire cost of SoCal's :an:z:emem:a“~
supplies. Consequently, GM sugge,ts that the resolutxon of thosc

conflicting policy elements is a matter deservmng pwlorlty ; V//ff-\
consideration. : : . .
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GM argues that the entire solar diScount rate . idea’is a
possibility and nothing more. It notes that no studies or revmew
of studies were made by the staff witness on such key matters as
the impact of the program on Solal’ s revenues, the reduct:.on of
SoCal’s peak load, the ef £fectiveness of this partzcular program ‘ -
and the number of customers that might qualey for the 5pcc1al oolar v//,
energy rate. It further notes that according to- the record, the
carrying charges of the customer s investment would amount to .
about $35 a month to obtain g3S rate savings of approxlmately $2.50 v~
vo $3 2 month and urges a comprehensive, in-depth study of the
concept and further consideration of the'matter. : - .
Consistent with the policy adopued'by:thefCMA’memberéhip /u
at large, GM offers no comment on the Merits .of the Ammonia
Producers’ case. It does, however, note that the form of rate
relief requested by the Ammonia Producers in the intorim;phaoe of
the proceeding and by'the early witness in the~generol‘héariug”was \
exexmption froz any increase ror a smx-montn perlod with the raues \/’//
to be again reviewed at <hat t;me- In addzt;on oM notes ‘that the ‘
Anmonia Producers' witness, after conment;ng on the,s;mzLar;;;es
between SoCal's cost to serve its wholesale customers and the cost -
to serve the Ammonia Producers, stated that he would hope that”at' | N
the end of six months the Ammonia Producers would have enough img- K
provement in their econourc position that ohey'could aosoro uhe sane «//('
systen zucreasesuthat apply to wholesale customers rather than |
the other GN-2 customers..
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GM is fully supportive of the COQt of serv;ce rat;onale -
cited by the Anmonia Producers as one of the grounds for the rate
relief it seeks. GM argues that it is abundantly clear from the .
recoxd that the revenues received from SoCal's 1ndustr1al Custonmers,
including those served under Schedule GN—Z substant;ally exceed
the full cost of service. Under these czrcumstances it is GM's
position that the truly appropriate form of rate‘rellef is the
across~the-board adjustment to SoCal's rates proposed by CMA and
as set foxth in D.89710; dated December 12, 1978 on SoCal s A.57639
for a general rate increase. GM also believes that should this
Commission conclude that the unigue situation of the ammonleag»\“
industry warrants relief over and above. whatever rate adjusinents
nay be granted across-the—board the proper form of such add;t;onal
rate relief would be-the originally requested exempt;on from a
rate increase for a six-month per;od
Discussion

The remaining ratemak;ng issues to Dbe resolved ;n th;s
proceeding are as follows:

1. The appropriate incrcase for reoldentxal
ﬂzfellne and nonlzfellne rates.

2. Ra.emaklng factors

3. Ammonia Producers‘® rates.

4. Solar incentive rates.

5. SoCal's gas purchasc'policy.1

Residential Rates

As previously stated the staff’'s baSie rate proposal
eflects a wniform cents-per-therm allocat;on for PGA.and GEDA
revenue requirements and equal percentage of revenue bases for
the allocation of SAM and TCAC revenues. Wlthmn the- resmdentzal
class, the staff proposed a larger increase for nonlifeline quantztles ;
than lifeline quantities. The result is that the. staff proposes*» ,

~36- | “_7Y r] e."t ”\/,(f‘
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that the lifeline rate be 1ncreased aoproxlmately %0 percent of
the nonlifeline increase s6 as to maintain approx;mately a 125

perceat differential betwcen the proposed lifeline commodzty rate
and the propesed System average rate. | - | ]
CMA's recommended residential rates reflect a SUbSt&ntlal
increase from prcsent rates so as to prov;de a pre—tax rate of-
return of £.8 percent as compared with a system pre-tax rcturu ol
12.8 percent and an after-tax return of 7.5 percent, as compared
with & system after~tax return of 9.5 percent. Such a rate dcszqn
is predicated on CMA's assertion that the residential class 1s)'
heavily subsidized by other customer classes, a situation-ﬁhich;
according to CMA, should be corxrxected in this proceeding; It“is
axiomatic that a relatively greater increase to the ros;dent;al
¢class will result in 2 lesser increase to the nonresmdent;al classes.
The lesser increase ‘to the nonresmdentzal customer classcs is,
according to CMA, mandatory because the other'proposals”invrhis
proceeding which base the commodity cost of Priority 3-throdgh‘:
orztv S customers on the cost of alternate fuel result zn these
custoﬂers‘ha";ng to pay unjust and. unrecasonable rates grossly ;n
excess of thé cost of service in order to subs;d:ze other custome.
classes. GM ‘Llly supports CMA's proposed rates stating that the
remedial measures encompassed by the proposcd rates are absolutely ,
necessasy if uajustifiably discriminatory rates are to be elrmlnated _
and revenue ;nstabzl;tv is to be contained within reasonablo bounds.\‘

The staff, with respect to CMA's recommended rate des:gn,'
made the following valid observations: o L
“CMA's rate design recommendation is simplistic

and naive in its treatment of the residential’
customer. It purports to be conservation




oriented (2x. 30, p. l4), but puts the hi ghest
per therm increcase on the residential lifeline
sales (Ex. 30, Table 3). Since lifeline
allowances represent an average minimal usage
for essential purposes, these sales would seem
T0 Ye relatively inelastic, and the least
likely to p roduce ¢onservation savings.

"CMA's rate design calculation contradicts it
stated cons crva.zon purpose by adopting uhc

same levels of sales to the various classes
as utilized by SoCal. (Tr. p. L07L.) This
amounts o an admission that its rate deumg“
proposal will achieve no more consexrvation:
<han the s: s0v5. IF residential conservazion
does occe Vnc*a will be a sudbstantial .
revenue dc icney as gas thay would e sold
asv high ras s in the nonlifeline residential
tiers will be sold *ns vead ’o“ much lower rat
to low priority customers. {(Tr. ». 1075.)
Such consarvation would produce a direcct
substantial benefit to industrial customer

ut CMA is unwilling to share any of thav
denelfiz. (Tr. p. 1079 )  And such conservation
would result in 2 balancing account revenue
deficiency. (‘.. P. 1978. ? How does CMA -
Propose o reward the conservation? With
higher rates for residential customers.

(Tr. ». 1081.) There's not hlns 1o commend
in this recommendation." (Staff brief, p. 6.)

As discussed in the following section, the cost of’
service is only one of several r *emakzng ’acuors h;storlcally _
considered in the allotment of revenuc xncreases o various ' ‘*:'
customer groups. Accordingly, assuming CMA'e cost of service— \/’//
conteations are ¢orrect, the serving of one customer: group at below
System average cost of service with the result that other customer ;; -
g*oups,pay more than the fully allocated average cost of servmce when.v//<”
it is to the overall benefit of the systez as a whole is not new o  _$//(“
and has been done many times in the past.  Hewever, accordlng o )»T'

the record, the residential rates proposed by vhe staff and accepted

S e e S v~y

s | o \/
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Dy Sofal will produce a positive rate of rctufn; and does not ‘esul“
in & sudbsidy of the residential class by commercial and" 1ndu,tr~a’
users and contended by CMA and GM. Under uhesc c;rcuﬂstanccs, P
we will adopt the st aff's recommended *egxdentmal rate pr oposal
adjﬁs ted to compensate for the temporary contlnuatxon of t;

oresent rates for the Ammonia Producers. “
Rate Desiegn Factors ' o o

This Commission has a long history df‘conside:ihg such
=ate design factors as cost of service, historical rate,st;udturc;
competitive conditions, value of servi¢e, stability of rév¢nue,
and characteristics of use in arriving at iﬁs apportiqnmcﬁt'of‘ratc 
incredses to the various customer classes as typified'by th¢~ ‘
following quotations from D.84902 in PGSE's A.54279, A. 54280 and
A.S4281 for a gemeral rate increcase and D. 84902 1n deson s AL 523363
‘o-‘a general rate _ﬁcreaac- : .

“Ovér the vears ccﬂcrally acceptod set of
attributes of a cood rate struchu*c has.
evolved. These are:

Production of the reovenue reguirement.
Simplicity and ease of understancing.
Stability of revenue. S

Fair apportionment of cost of service.
Discovragement of wa*tc‘ul use.

chou*agenc 1t of efficient operation of system.

"*ﬁ the attenpt <o des*gn-ratcs_posseQSLng these |
ttributes, various factors are wsually considered.

These are: | SR
Cost of service. !
Histerical rate structurc.
Conmpetitive conditions. .
value of service, including 'what the traff;c will bear'
Adecuacy of‘scrvxcc.,
Custonmer acceptance.™ ‘ ;

(Re Pacific Gas & Electric Co. (1975) 78 Cal PUC

638, 727) and ) o
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“The standard liturgy in revenue apportionment
calls for the consideration of rate history,
characteristics of use, rate zoning, stability
of 'Tevenue, comparison with other utilities,
cost of service, value of service, and
competitive consxderatlons all leavened with
the application of gudgnent and experience.
These considerations boil down to four: cost
of service, competition, characterlst;cs of use,
and publlc benefit.®

Edison Company (1971) 72 Cal PUC 282, 308)

The evidence, statements, and/or argumenthadvanéed by
CMA, Edison, and GM indicate their pesition that the coét of sezvice
rate factor is of predom;nate importance and that the value of.
service rate factor, the only other rate factor dzscussed by these
parties, should be utilized only as justification for prov;d;ng
service below the full cost of service £br‘tﬁé overall benefit
£ the other ratepayers. All,three;parties quoté‘f:om‘Califdrnia [
Manufacturers Assn. v Public Utilities Comm. (1979) 24 Cal 3& 251
and 263 as establishing guidelines reguiring justification for
depasting from the cost of service to establish rates. It is,
thexefore, appropriate to quote the following excerpts: £rom’ th:.u
decision relating cost of service to rate discrimination: -

“Petitioners recognize the commissioen's power

to make economic classifications, characterizing

it as 'a discretionary exercise of its quasi-
legislative function’'. (6) This court stated

in Wood v. Public Utilities Commission (1971)

4 Cal. 3d 288, 294=205 /93 Cal. Rptr. 455, 481
P.2d 823/: 'The commission must £ix rates that
will provide a reasonable return on the utility's
investment, and in doing so it has wide discretion
to make rate classifications that reflect a

broad and varied range of econemic considera-
tions. ép;tatzons_/' Within its ‘wide discretion',
it follows that the commission may properly con-
sider prospective shortages of natural gas and

the need to conserve that commodity.
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*Petitioners do not deny the need to conserve
enexgy may be considered by the commission in
establishing rate spread. Rather petitioners
urge that the commission abuses its discretion
whenever it sets rates for one ¢lass of users
below cost of service and, to provide sufficient
overall revenue for the utility, sets rates for
others above cost of service. Because the
utility's revenue reguirement is based on cost
(expeonses plus capital return) and because.
customer rates are designed to provide the.
revenue regquirement, it is apparent that con-
sideration by <the comnission of any factor
other than cost will result in some customers
payving less while others necessarily pay more
than cost. Having discretion to consider factors
other than cost, the commission must neccssar;ly
create some disparity among users. Whether such
disparity reaches the plateau of arb;trary or
discrininatory action can only be determined upon.
a more adequate recoxrd and sufi;c;eut f:ndxngs
following remand.”

For many vears, this Co rission “as used the ﬁ”

cost of alternate fuel to establish a rate cez‘lng for. éhe inter-
ruptible customer rates in orxder to-prcoerve thc markct for’ the ,
overall benefit of the utility and its ratepayerglby'authorlzzng‘
;nterruptzble customers' rates at the competmt;ve level of
alternative fuel well below the full allocated cost of. servxce

for such customers. Needless to say, under those c1:¢umstan;¢s,
neither CMA, GM, nor Edison acclused this Commission of'abﬁSing

its discretion by setting the rates for the Lnterruptlble customer
below the full cost of service and the rates for the non;nter-.
rupt;ble customer above the full cost of servmce to. prov1de thc
revenue reqnzremcut necessary. to perm;t ‘the utlllty to carn Lts
full authorized rate of return. It is cqually not an abuse of N
discretion for this Commission to continue to-app-y value of servmce  AV/(i}\
(among other comsiderations) as evidenced by the cost of alternatlve ) o
fuel as a basis for establishing the level of rates for the 1nterruptxbl
customer even though such a level is now above the fully allocated
cost of service. ’ ; ‘

1




_ SoCal's gas mix comes from several sources, wzth dlfferent
prices. The highest priced gas SoCal purchases is requlred to serve
the lowest priority customers. jAccordLngly, the applicatlon of the
strict average system cost o;,se*vzce .as nhe sole crlterlon ’or

icing gas to SoCal's low priority cus‘ome is without. merit.

reher, it is necessary for low. przorlty customers both to bear

the cost of the incrementally higher priced gas SoCal purchases to
serve them and to receive a realistic price signal as to the cur rrent _
cost of energy. 3y recezvmng,such a price signal these large cuseone
can reassess their usage. vcculrewentq and have a true 1ncentmve to '
zailor their operations to the most effxcxent,use of energy.- The.
existing rate design carries that theme into practzce .or the |
residential cusvtomer class as. well, by pr;cing gas such that E:}
high unt o residemtial use. by a customer results in a subutantma’ly

higher monthly bill; the goal is.that those users likewise have an Y
economic iacentive TO reassess thelr ener & Shvn 77v pract lces 7Aé;¥Z;
and take measurds To conserve. Accdrdingly, oricing gas for Scheduleﬂ'

GN=3y GN=-L, ané GN=5 at the »rice of alternative fiel as a means ol
encouraging efficient energy use is nov a conecpv applmed only. vo

the c¢lass of industrial users. It lS part ol,our overall energy

pricing policy intended %o ¢ courage coneervatlon o_ a preclous '

natural resource. |

We price gas at lower unit rates for reuideﬂtial"cué*omers
because they have limited ability and »r esources to convert to alter--‘
native fuels (they are acco*d_“gly hxgh prlorlty gas cuseomers), also,

ing the highest priority users, -the:least expensive (and moSst .
desz*able) gas SoCal nu*chaues‘loglcally serves such’ cus.omers.‘
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Another aspect of alternative emergy pricing for gas relates
©o the pric¢e signals that industrial customers attach to thezr
products through prices. Low cost energy supplies mask the
effects of energy intensive inputs on manufactured goods.
This in turn eacourages consumers in their use of these pro&uctq.
It is more appropriave that the cost of gas to 1ndustrial
customers be similar to the costs of unregulated (or OPEC regu—‘r

ated) energy sources so thac consumer goods reflect the true
impact of usiag energy cos |

Finally, with respect to obaectmons %o przcmng gas

for low priority customers at or close to the.alternative prlcef‘”‘“

of alternative fuel, the staff observes as follows concernlng
the pricing of the incremental gquantities of,gac,necessqry,tol”
serve such customers: | R

“The purchasec of this discretionary, high priced-
gas imposes on the Commission a high standard
based on the case of Northern Califlornia Power
Ageacy v. PUC, 5 Cal 3¢ 370 (LY7/l), because ot
The erfiect on competition. Since this gas is sold
exclusively %o customers with altermate fuel
capavnility it is important that the prmce of the
gas not be set 50 as to allow an unfair advantage
to the gas utilisy versus olil companies. The
sale of this gas displaces fuel oil, reducing
demand for oil and dep“esszng oil prices.”

(Staff dbrief, ». 5.) »




A.5872L EAks e *

The commodi ty rate of 25. 506 cents pcr ‘therm proposcd by
the Commission staff for Schedules GN-2, GN-3, GN-4, and’ GN-S is
approximately S5 cents a therm less than the cost of alternate fuel
as developed by the staff engincer testifying on alternaté‘fuel
costs. Due to fluctuat;ons in the actual price paid for. alternate
fuels, the staff considers its pxoposed rate will not provxde an
economic incentive for SocCal’ s.commercxal—lndustrlal customers to
burn alternate fuels. SoCal agrees that the staff's proposed rate '
design should not result in the loss of ary, s;gnzfxcant number of
its customers to alternate fuels and is wlllxng to accept the staff'
‘proposal. Under these circumstances, we are persuaded as to the
reasonableness of the staff's proposed GN-2 through GN-5 rate
schedule and will, therefore, adopt it for this proceeding.
Furthernore, the staff's methodology of apportioning the PGA
reveaue requiremcnt on a uniform cents-per-therm bas;s and the
SAM and TCAC rcvenue requirements on an equal percent-of-revenue
basis appears reasonable v this time and will bc‘adoptcd.for '
the residual revenue requirement after calculation of GN-2 ;p;qugh”'

GN-5 revenues at 25.506 cents per thc*m. S ”“’”“““;”h

As previously indicated, we will extend the policy of RATED
tier, No. 2 and No. § alternative fuel prxcmng in subsequent decmsions.
The staff's recommended ratc level is placed in- ef*ectxpending,more e
cozplete informasion from SoCal and the staff in subsequent applicatzono. a




CMA notes that NGPA provides for a lump sum- surcharge to
be levied on defined boiler fuel customers up to the approxmmate
level of their alternate fuel costs. Under these c;rcumstances it
is argued that alternate fucl costs are actually ce;l;ngs on ,urcharge9‘~.
required by the NGPA and not the minimum rates for boxler fuel_scrv1c .-
However, it is further noted by CMA that the pro#isiénsfof NGPA \///f
are to be implemented in +the future by a rule to be adopted by FERC o
and that no such rule has been adopted to date.

Edison points out that Section 206(c)2 o‘fNGPA‘specifiCally'
exenpts electric utilities from its iacremental pr;c;ng req;;rements
and is therefore irapplicable 1n setting the level of rates for
Edison. Edison axgues that co*t of scrv;cc is the’ proper bas&s
for the design of£ all rates, 1nclud;ng those f6r stcam electr;c
generating plants, and that the utilization of the cost of alte natc
fvel as a basis for cstablishing rates £ for Ed*son results in its
paying substantially in excess o*,the‘coat of servxcc.‘ Accord;ng _
to Edison, paying rates substantially in excess of costs subsmdlzes
the gas residential customer class .and p:ovzdes a competltzve edqe
to SoCal to provide service to those customer appl;ances which can
be served by either gas or electricity.. Wxth,respect to this latter
contention, it might be noted that, in general, gas appl;ances,
have historically had cheaper utility rates than compa:abléfelectric‘
appliances, i.e., ranges, water héate:s, space heaters, etc.

Currehtly effective gas and electric rates may‘have changed'with | «/
respect to the relative level of cost d;f‘erentlal but have not changed
with respect to the direction of the competltlve edge., As prevaously
sumnarized, one of Edison's witnesses prcsented ev;dencc 1nd1cat1ng

that it was imperative for Edison to obtain firm comm;tments for

adequate fuel supplies to function properly and that the extremely

- wide fluctuations in the supply of gas necess;tates_costly_ar:ange7~
ments to economically'utilize”unanticiPAted suppiiés‘ofﬂgas.ﬂ ﬁﬁ&é:V 
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chese ¢ircumstances, according to the testmmony, the charge for gas
to Edison should not exceed 80 percent of the cost of altcrnate
fuel oil. In the recent past, the cost of gas was suff;c;ently
below the cost of alternate fuels that Edison could pay the costs
associated with us;ng unanticipated supplzcs.of gau and stlll realzze
an cconomic advantage froa burning such gas. With the cost of ga.
the electric uvilities predicated on the exact cost alternate
fuel, the ourning of unanticipated supplies df.gas'cou’d cdncexvably‘
be economically harmful to an -electric utility, because Oil to be
delivered under long-term coatracts would not be taken and lmquxdated
damage clauses (or underlift chargce) would be asuessed uo the
utility. Under these circumstances, dzson'* pos;»zon that the
commodity cost of gas should not excccd g0 percent of che 1nd1caued
~¢ost of alternate fuel for Edison is not unr easonable. Tt is noued,
nowever, that 80 percenc of the 1nd1cated cogt-of altername fuel for
Zdison closely approximates- the 25. 602 cents per therm adbpted for ;l E
chedules GN-2 through GN-L. Consequently, we will al adom 25 602 o
cents per therm as the commodity cost for gas on Schedule GN—S-A‘

Edison argues that iszncc only the wholesale and elec.rzc

stean generation classes of cus onersfhave contr:buued to the SRN over-‘
collections, these two customer classes should divide thc ratcv' |
rceductions created by such overcollect;onv between them.. Such 2
method of reduced revenue rcqu;rcmcnt allocat;on does not adequatelyv
reflect the allocation of ;ncreased :cvcnue'rcqpmrement lnco*porated’
into the initial rate deszgn adoptcd in’ t&e gcneral rate procecd;nq.“
Had the sales forecast in that proccedlnq been accurate, the
apportionment of the authorlzed revenue increase to the wholeealc o
and steam electric gencratlon customcr groups would have d*f ered’
substantially from the adoptod results and might have approx;mated

the overall results presentIV'dcr*ved by the apportlonment of the

ShM xevenue reductions on a ud;‘orm pcrccnt-oﬁ-revcnue baszs. ;;
Accordingly, Edison’s recommendatmon on 1mplementlng the SAM rate
reduction will : oz be adopced.w‘ L C ,.;hé“w

Ty
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Ammonia Producers' Rates

As previously discussed, SoCal-and the Commission staff
believe that the Ammonia Producers are not entitled to any special
rate considerations, CMA believes that if the Anronia Producers'
contridbution to revenue in excess of the cost of gas Ls greater than
the additional resulting ;1crcase in ratcs to the rema*n;ng cu»toncrs.

the Ammozia Producers’ lead’ should be retained, and GM is fullv
supportive of the cost of service rationmale cited by the Ammonla
Producers as one of the grounds for the rate relzef that they
seek. Opposition to the c:anu-ﬂg of the’ requested spec;al rate

Teatment is based on alleged violation of the prohxbxtzong agaznqt
dﬁscrlmlnato_y rates, the ‘azlure on the part of the. Amnon;a'
Pzoducers to prove their ;nabxl;ty to absork zncreascd gas costs,
and <he establichment of a pr ccedent that will lrrcvocably place
the Commission in the cent er oL soc;al ratemaklng.‘._ )

It is of interest to note that SoCal and the Amnonxa‘
Producers utilize the following authority %o uupport their |
diametrically opposite conclusionss: | R

"'It is only unjust or unreasonable d;scrlmxnatzon
which renders a rate or charge unreasonable: and
a utility may, without being cuillty of unlawful
discrimination, classify its customers or patrons
on any reasonable basis, as according to the
purpose for which they receive its service or
product, or the guantity or amount received, or
the different character of the service furn;shed
and, swbject to the general regquirements of
reaso“ableness - - . MaKe separate rates for.
each class or group, even thouch there is but one
customer included therein,'" '
(San Prancisco v Western Air l;nes (1962),204 Cal
App 2d 105, 140) ‘ o '
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According to SoCal, the only rcaeonable basm* to grant the Ammon;a :”
Producers' reguest would be a finding that a gas cost 1ncrease would
drive bhen out of business and according to thc Ammonma Producers,
a reasonable basis for a scparate rate class;facatmon exzsts because
it is necessary to preserve a California 1ndustry vital to Cal;fornma e
agriculture and the general wel‘arc of the Staté.
A number of factors dzstxngulsh the Ammonia‘bxdducersgfxomj”

other customers and CUSLOMEr Groups: . | |

1. They are the twd_larges£ cﬁstomérsjséf&edlby‘éqéai;oh} ’w.
Schedules GN-1 through GN?4; | x |

2. They are the only customers on SoCa%'S-systémathat uti;iié5‘l
natural gas as feedstock to produce avproduct in cémpet;tion'wi£b ‘;V

foreign competitors:

3. They are the\only customers whexe the cost 6f gas'represénts .

a major portion of the product cost: (approx;matcly 65 pcrcent),

4. They receive gas dlrcctly from transmlssxon lxnes 24 hours
a day, seven days a weck, all year long, exccpt when the olant
shuts down for maintenance in January, the month of SoCal s gxcatest
¢emand: and

5. They producc a product 0f unlquc ;mportance to Caleornla
agr;culturc-

The testimony proffered by off;cers of tJ:um Ammon;a Producersﬁ

indicates that any increase in the cost of natural gas
until the price of ammonia rises suﬁficiently toisupportgéuch‘aﬁ 

increase will result in the closure of the two reméiniﬁg,ammoniaj
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plaqts in California and creatc a sh 'tagc o* nxtrogcn fcrtxlxzcr
in California for at least a three-ygar period with severe dctrz—
mental effects on the agricultural and general economy. of the State.

The evidence of rccord also ;nd;cate,, howcvcr, that Cal;forn;a

agriculture is cdependent upon ammonia ﬁert_lzzer and that the
Ammonia Producers currently supply 40 ﬁércent of the States rcqulre-
ments. In view of this dependence and nsqumlng it is true that othcr
soureces could not supply Californla.peeds_fogNat least,3syearsf.xt
would appear that the Ammonia,ProdﬁcérsVShouid‘be ab&eltéﬁinércaséA
<heir price to offset the increased cost of.gas prbpoééa iﬁ thiS‘

proceeding. Thexe is no evxdcnce in the rccord that the user; of

ammonia, the California farmers, would reﬁuse “to buy Callfornxa pro-

auced ammonia if the price was 1ncrcascd.
Even if thc Armmonia Produc;rs could not mncrease the pr;ccfi
of ammonia to cover thc increasing cost of gas we would £ind: ;t
s Bifficult to ratioualize the continued maintenancefof'a‘special‘gaé ‘

rate. We recognize the 1mportancc of ammonaa o Calmfornxa agrxcul—z
ture, and the importance of this ;ndustry to the Cal;fornza economy, 
bu: many other industries are also‘lmportant to-our economy.,vrhe«
plight of the Ammonia Producers is not a simple result of escalat—
ing gas costs, but rather a combined effect of xncreasxng gas costs
and lagging market prxces. Th;s tvocvof flnanc;al squeeze zs not
uncommon in free markets. Increasing costs_of utxlmty servmces‘

. undoubtedly affect the competitive positioﬁ of ﬁanyfbﬁs;ﬁeéseé |
ané industries importaht to thé California ecénomy in‘addiﬁ;dn_

£o the Ammonia Producers. To isolate cach such industxy
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£ox special analysis and consideration &ould be é_task:féi  ;
beyond the‘capabilities of this agency and‘would'place undue~'
reliance upon market £luctuations in'commercial‘prdducthticéSQ

For these reasons we have decided to'feséind*thép#eﬁporary.
supplemental sexvice rate authorized in Tnterim D'90322' Tﬁié
action, together with our adopted rate for schedule GN-2 wmll
increase rates for Ammonia Producers by 20 7 percpnt As a result"
the price of ammonxa should xncrease by no more than 13 5 percent
(65 ncrcent of 20.7 percent).

: We recognize that ammonia is important to the Caleornla -
économy, and that our decision to-termmnate_speclal.rate‘prote;txonv‘
for the ammonia industry may cause<probleﬁs ofiadjustment |
Whether this issue is of suffmcmcnt 1mportance to warrant specxal
consideration not afforded to other businesses. and zndustr;es
is a decision best left to the Leglslature. Our‘lntexxm decxs;on‘ﬁ
in this proceedlng informed the Ammonia Producers of our con-

viction to this effect, and gave them slx months to seek a

legxsla*zve solutlon. In orxder to provmde further‘tlme o prepare‘

fo; rans;tzon xnto the generally appllcable rates, resc;ss:on

the temporary supplemental servxce rate authorlzed ln‘Interim

D.90322 will be of fectmve on January l, 1980.<;




K
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]
-

Solar Incentive Rates - | ' ,;”“‘yﬁ

The cross-examination of the staff w1tness sponsorlng |
a solar incentive rate indicated a lack of supporglng da;a;upon;v“- 
which to base a competent evaluation of the‘impaot of'oﬁohfaﬂrate
on SoCal's sales and revenues, the effcctzvencss of the prﬂposed
rate in inducing solar Lnstallatxons the number of customers that'
might qualify fox the rate, and the cost-cffectmveness factor of

I
the proposed discount rate. Consequently, we Wlll not authorxze
such a rate at this time. Furthermore, the subject of solar
incentive rates shall be raised and addressed not later than 1n
SoCal's next general rate proceeding. we are anx;ous tor consmder
solar incentive rates and expect such a proposal to be made in
Ture proceedings which- would extend such 1ncent1ves to

incdustrial and commercial as well as resmdentlal customers.

The following tables illustrate the~adopted cost‘
for the PGA, the adop:edQAM revenue requxrement and GEAC revcnue
requirement for the l2-month forecast period; and the adopted
sales and revenue requirements for amortzzat;on‘of‘the“PGA;and

SAM balancing accounts over a six-month pexiod.

RSN
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TAELE LA

Southern Califorils Gas Long

ADCPTED RATE DESION
Tarough the Period Ending 12/31/79

{Excldlrg GEDA)

r.e; ' o Sales .i;;;;g;a::si IGE Peveru:e €24 Reveue TCAC Reverue __t Totsl Ircrease
. :tless of Service C(h) s (M3) T )T Y s (Re) . ¢ [95) T8/t (8) S/ (M3) ¢ %
.:'.g_s_i_&c‘ntlal '
Liferire 2/ 1,971, 7iT 453,912 ,09%10 106,998 (,0135D) {(25,502) © ,0013% 2,650  .Oh20% - 53,146 18,3
| Xenlifelire 1,289,623 219,768 06012 77196 (O1EB)  (193B1) L0018 1,921 OL673 . 60,236  21.5
| sudtotal . 3,266,800 733,69 043 184,054 ((013)  (55,583) .omko  WSTL on30 103,382 19,5
Coa_’.e-rc(!.sl-lndustrlsl ’ o 7 e U -
Gia1 © 1,051,459 242,985 (O8NS 59,356 (Towhsg)  (T5978) L 01 g i3 (N353 b5, Tt 18,8
ci-2 7 . &2, 172,190 05807 56,008 (025%9) (Z1,388) ., (0128 1,053 .33 35,683 20,7
6-3 ' T706,322 187,839 106807 38,019 (302533 (18,357) L 00128 908 4336 30,626 20,7
3u-% o 288,316 59,501 ,06807 19,38 (G259 (TR3) 0 L 00128 36T 03B 12,M8 20,7
S-S Lo,096,982 22903 L6807 7,612 ((@59) (B30} L 0128 3,08 04336 MI,S65 20,7
Suvtotal 3,964,085 852,361 - 257,649 - (90.52D .52 . 172,003 9,2
wholeszle . 9311:..{95 155L316 056’53 52,79? {,00553) {(5,087) ., 00097 995 NTTT ‘I‘i,6$574 30,7
Adjusted Ssles . 8,165,680 1 .131 313 -agh,oh0 - ' (185,557) - 10,07 - 360,100 0.8

5a

i
2
3
%
5
6
T

oo

[

-
[\ I

)
PRV

+  Amoonis Producers _ . _
Tew2 122,398, 25.597
6N-% . T _ 1,691 . -~ 1,610
suttotal 130,095 27,207 _
f‘ Total Seles 8,295,705 ,158.580«. 105566 kg%, 940 (.91‘7_55) (145,557)
Ry L‘xchmge Rev:nue ST 3 369 : ’ )
TOtal Pevenue . o ,‘162 0\9 _ (m

l/ Does pot. lnclu!e l:ulmcing acoount a_mruut!on tro- Tadle 2,
J mcludgs»(}s sdJustcent_- ot -5823 H.th. .




TABLE 1-B
Southern Californis Ges Coxmpany
ADOPTED PATE DESIGN

For the Perlod Beginnirg 1/1/60
{Excluitng GEDA)

t - 3 iRevenue at ] : . 4 t -
tLire 1 Sales i/l/?QRates: FGA_Feverue ¢ SAM Revenue ! TCAC Feverue ! Total Increase
t¥o: :Cless of Service o (w) 0 (md) . G o)y (Y - (37w (Y cTEARY ¢ (el _u(S/t) 2 (M§) 1

. et s

Iesilential
Lirertee 2/ 191,07 ¥53,912 05251 103,853 - (L01Z73)  (25,219) 0NN 2,51 007 61,227 17,9
Eonlifelire 1,289,023 279,784 05328 _ 29,024 gm) (1§;253) JO01h5 30 21,0
Suttotsl 3,266,800 33,695 63h79 178,977 (OL3N)  (R3A70) o037 & W60 0NB5 139,967 19,1
Coritercizl-Industrisl ]
CN-1 C Lo 2h2,985 oMo 57,620 (LOLFZ) (IE3B) L0010 1,477 L0%R51 Bh,700  18.h
cr-2 - ’ 95,38 197,781 06807 £4,350 [.02599) (Z,%3) - 00128 1,210 ,0M33% - k0,91 20,7
cu-3 ‘ LT T06,322 187,843 L0507 48,079 (L02599)  (18,357) ¢ 00128 90V OA3¥% 30,626 20,7
ox-v 294,073 61,511 .06807 20,008 (@5%9)  (L,B%3)  .om28 316 .0N3%6 - 12,751 20,7
“eN-5 1,096,982 2903 - 06807 Th,672  (G025%9) (/i) . ,00028  1,M0% L0M336 AT, 65 20.7
Sudtotal LMo Bo 819,568 . .- 4,9 -- 0 (GLN@) 5,370 - 176,634 200
- Wholessle C 9y W6 om0 127 (L00R1) T (B ay . 883 ,0M653 43,501 29,9
Totsl Sales .~ 8,295,775 .758.580_ (05966 49%,943  (OT755)  (185,553) 0129 10,71k 04380 360,102 20,5
- Exchange Revenue’ - 3,469 ' ' : e ' :
_ Totsl Reverue ‘ v 1,762,049

1
2
3
%
5
6
T
8
9

-
=]

-y
N o

L
BN

_ , . © (Red Flgure
_] Inclules cs Ad}u.tne'xt of -AE23 Meh .

3/ Does ngt include bnlnncing lcconnt
anortlzntion tron ?able ra :




TABLE 2

Southern Csliforals Gas Conmpany
ADOFTED PAIANCING ACCONMT AMORTEZATION 1f

First 6-month Perfod Sulsequent to EFIY){ ctive Date of Order
Fxcluiing €

v

] H iRevenue at ¢

1 3 .
tLines i Sales % /1/73Ratest FOA Pevenue SAH Revenue

tlo, :Class of Service (GUL) I 1Y N €70 TN ) DRI € 7.5 DU 1)

H .
i Totel Trcrease

1 0.0 O ) M S

Restdeatiai
Litertne 27 1,008,786 281,265 083 27,381 (022R)  (33,1%0)

Sudtotel 2,084,616 450,35 35,095 (L02355) (X9,087)
Conzercial-Irdustrial .

ci-1 S Ap 1,3 13,219 (GO2RE3)  (135,218)

Vholesale - 490,465 16,311 168 10,633 (C516H1) | (8;32_5')

Fonlifelfne 162,82 169,090 . , _(@___Q&ﬂz)“ -

(-0139)(Z,333)  (0:8)

e £ oBRNI5P)__ (0:3).

(100187)(3,52) (B3)

(.oon7)(1,5%) (1.3)

OTL 2,308 3.0

Totel Sales 3,187,632 . 666,356 68 63,101 (30027B) -~ (T2AB)
Exchange Revenue 1,578 : o
- Total Revenue » €67,9%

—
<

‘ (Red Figure).
1/ To be sdded to alopted rate design in Table 1. ‘
2/ Includes GS Adjustaent of -3330 Mth,

(OI0)(3,323)  (5:3)
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XI - FINDINGS AND CONCLUSIONS

Findings of Fact

1. SoCal is entitled to additiomal revenues as estimated for
the forecast pe*zod April 1, 1979 throug zh Mareh 31, 1980‘1n the. _
amount of $356,578,000 consisting of a PGA increase of $564 048 OOO

a SAM decrease of $218,185,000, and a TCAC zncrease of SlO 715 000

2. The authorization of the above ;ncrease would of set
increased gas costs and will not result zn SoCal's exceedlng Lts
last authorized rate of return. ' - :x

3. The level of franchise fees, uncollect;ble expenses and
company use of gas varies with the gas supply quantxt;es SoCal
receives for sale. SoCal's proposal to include allowance for F&U'"s
in the computation of the SAM revenue requirements. may be. adop:ed at
this time subject to further review in the néxt offsct proceedxng. N

4. The revenue requirement reductlon resultmng from the appli-
cation of SAM results from inaccuracy in the adopted sales forecast

. cthe last general rate decision, which set rates for all classes of
customers; if the sales forecast had been accurate, the apportlonment
0% reveaue *equzrement bv that decision would tend to- be- s;mmlar o
the result occurring if present SAM. revenuc requmrement reductxona
are made on a uniform percent—of-revenue baszs. S ‘

5. The residential rates proposed by the’ staff result ln the B
recovery of costs and a returnm on mnvcstrcntdevoted to scrvmng \///
the residential customer class.

6. It has not been demonstrated that the resmdentxal rate -
design proposed by CMA, and supported by QOM, would result in
increased conservation by the residential customer class.

7. The highest priced gas SoCal purchases serves the lowest
prio*iﬁy~customer without such gas those users would have to
use alternative fuels.




8. The revised gas rates adopted herein will provmde SoCal 5.
customers wltb an eéonomic signal as to the cost of enexrgy. _
9. Gas rates established close to the cost of alternate energy
will provide incentive for commercial and andustrlal customers to '
maximize efficiency and conservation to thear use of cnergy,
10. California agriculture is dcpenden* upon tho*ammoﬁia‘
produced by the Ammonia Producers. ‘ ‘;_ o | -
10. a. Ammonia Producers should be able to increase the
pPrice o% ammonia to offset the increased ¢cost of gas proposed[in‘
this proceeding. |

A.58724 EA/kA/AL * Alt. RDG*~

10. b. The current economic problems of the Ammonma Producers
result from the combined cffects ©f the cscalatlng gas costs and
lagging prices for ammonia. - :

10. ¢. Increasing utxlxty ratee. undoubtedly affect the con—3

titive position o many businesses and lndustrxos in addxtlon to
the Armmonia Pxoduccro. -

10. 4. To isolate cach such business and ;nduotry for separate‘
analysis is beyond the capabilities of this agency. ‘

10. e. Whether ammonia production is of sufficient,importaﬁce_
to warrant speclal considerqtion‘not”affordcd'to'othef industries:
is a decision of social pollcy best left 0 the Log;slature._

11. In oxder to allow the Leg;slture add;t;onal txmc to

onsider this issue we will defer until Januvarxy 1, 1980, rescxssmon
oL the temporary supplemental serv1ce rate for the Ammonla Producers.

12. If the amortization of PGA and SAM under- ox overcollectmons
in the balancing account is made over a six-month permod as’ compared
t0 the twelve-month period now employed, there will be less buxld
up of large undex- or overcollections. _ .

13. Large undex- ox overcollections in the‘palancing accounts.
do not benefit SoCal or its ratepayers becausé a‘large-ﬁndorcollection
impacts the utility's cash £low and an ovoxooilection shou;d‘
quickly be passed on to benefit ratepayers}“
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14. SoCal's proposal to include estinated’ambuﬂts fox the
period between the time of latest recorded eﬂtrxes in the accouﬂts
and the revision date o make bhe balancing account adguscment anOunc
as current as possxble should not be adopted in an offset. proceed1n~

uch as this. This subject can more p*ope*ly be addressed in a
generic proceeding that analyzes the procedure to be used by all
weilizies in of fsetting purchased gas costs.

15. SoCal’'s proposal to delete the TCAC p*ocedu*e scatcmcn~
limiting billing factor adjuscment to nonlmfellﬁe usagc-would p*ovxde
Slexddilicy in future rate design dcc foms.

16. SoCal's proposal to provide uniform ngC“lptch Text ﬁor all
of iws commodity rate acjustiment p*occdures and locaue 'hen in Scct;on B
of <the Preliminary Statenment, tozeuhe* with a summary. table set\.mb
ruh base and effective ratcs and the various. cozmodity rate acguwtmew:SJ

-

7. SoCal's prooosal that the PGA be C&lCLlated mn tHe "mS-
instead of Mef was ascepradle to all part es.

included therein, would result in clearer, more easily. unuerotood ariffs‘ -

18. SoCal's proposal thnt the FCA and GVDA,bnlancxng adguscﬂcﬁcb
be moditied to provide for compounding of ‘n.c*csh as - cu*rcnclv‘ 3
provided for in the SAM and TCaC o*oposals would 'Cbh&u xn cows Lsteney.

19. In compuring the commodity rate adguqtreﬂts use of the

month recorded amounts ava;lable prior to the revms;on would
in keepzﬂh balanc ng accounh acc*uals du a levcl refleccxve
mosT recent experience. ' -
The stafi

LJ

s proposed allo:mon. of the adopccd anrcaecd
revenue requirement to the various customer groups, modified o _'
reflect the temporary continuation of present. rates to. the Ammonia
Producers, is reasonable and should be adopted. S

21l. The cormmodity adjustments *e‘lected To SAM should be
allocated =0 cuscomer classes on the basxs of a un;form pe*ccntage
of revenues rathexr than to those customer classes whose recorded salcs.
differed subsbantxallv from the adopted sal es cstimates., , o

22._ The mnc*eases in rates and cHarges au:horx:ed herexn arc
’easonab*e and the present rates and charges Lﬁsofar as- they dlffe:

rom those prescribed herein, are fo* the futu*e uwgush and e

unreasomablc. 56~
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22.. Proposed FERC regulations to'carry out‘ihcremental‘pricing‘ ,
rovisions of the NGPA use a multi-tier approach, basmng alternate fuel
cost ceilings on the cost of No. 2 oil, No. 6 low sulfur oil, and
Yo. 6 high sulfur oil in the relevant region.

24., The Commission has acdopted a policy of two-tier alternate
fuel cost pricing (based on No. 2 and No. 6 oil) for PG&E. . .

25. Slqce there is an. lmmcdlate need for thc rate. rellef
authorlzed herein thc followlng order should be effectzve ‘the date
of signature.

Conclusions of law

1. To establish a sPeCLal rate on a contlnulng bas;s for the
Anmonia Producers would reguire us to place undue relmance upon. market
fluetvations in the price of ammonxa.

2. SoCal's proposal to prov;de uniform descrlptlve test for
all of'its commodity rate adjustment procedures and locate them in
Section H of the Preliminary Statement, together thh a summary table
setting forth base and effective rates and the varlous commodlty rate
adjustments included therein, is reasonable and should bc adoptcd.

3. SoCal's proposal that the PGA be calculated in therms
instead of Mcf is reasonable and should be adoptcd.

4. SoCal's oroposal that the PGA and GEDA balanc;ng adgustmcnts
be modified to provide for compoundlng of interest as currcntly provided.
for in SAM and TCAC proposals is reasonable and should be adoptcd.

5. SoCal's proposal to include allowances for F&U's in the com-
putation of the SAM revenue requirements should be adopted at this
tine subject to further review in the next offset proceedlng. ‘

6. Scolal's proposal to delete the TCAC procedure statement
limiting billing factor adjustment to nonllfellne usage is reasonable
and should be adopted. - . | _

7. In computing the commodity ratc'adjustmeﬁts; the latest month
recoxded amounts available prior to the xevision date should be. used._

8. The staff's proposed allotmcnt of the adopted lncreased
revenue requlremeﬁr.among the various customer groups, mOdlfled“FSM;mﬂ

eflect the tenmporaxry retention of prescnt rates to the Ammonla
Producers, is reasonable and should be adopted. ' '
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9. The commodity adjustments reflected to SAM”shOuldfbe‘f 
allocated to customer classes on the basis of a"uniférm:pgrceﬁtage
of revenues rather than to those customer clasSeS'whosé récordedf
sales differed substantially from the adopted sales esczmates.

10. The increases in rates and charges authcrxzed herexn are
reasonable and the present rates and charges 1nsofar as" they
iffer from those precribed herein, are for the future ungust and
- unreasonable.
1. The Commission concludes that the appl;ca.xon should be
granted to the extent set foxth in the ordev whieh' follows,‘

0 R

IT IS ORDERED that: |
i. After zhe effcctzve date of this o*der, Southern California . L
Gas Company (So-a-) is autho-zzec 20 Sile uhn revisec rate. schedu“eu,~,/(5”
tiached to this order as Appendix A and comcurrently~uo ~1thdraw‘awd
ently effective sechedules. Such £ lmng shall comply
No. 95=A. The effective date of the 'ev sed ‘
chedules shall be four days after the date of &lllng. The reviced.
scheduleo shall app_y only to scrvice rendered on and afte.ftﬁéf'i?
effective date thereol. o

RE

2

2. SoCal is authorized to modify the Prelimiﬁéry Stateménu
rvion of the variff consistent with the charges Pom..nd reasonablc
bv the above Conclusions of Law.
3. SoCal shall:

(a) Uadertake and complete a study of the alternate
fuel burning capabilities and practices of its
industrial customers within sixty days {rom
the effective date of this order.

(b) Tile with the Commission's Gas 3ranch on a
quarterly basis a current report on alternative
fuel prices in its service territory, including
but not lzmxved to the delivered price per
barrel, lot size, 37U, and sulfur content,rche
first _*-ng <o be made by Novembe* 15, 1979.
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(¢) In the next purchased gas expense offset
Proceeding, present a proposal for Beparate
rate schedules for service to customers with
No. 2 and No. 6 alternative fuel capability..
b. SoCal shall initiste the formation of a comnfttee under the
gencz-a.l case for SAM, C.10261, to devclop consistent balancd.ng account proccdurc'-' 2
for all gas utilities. This 4s inm vicw of the dispa.rtiy :!.n procedures among
the various gas utilities utilizing SAM bala.ncing accounts. This comnittcc o
shall consist of Tepresentatives of the gas utilities a.nd Commission staff and
sball meet within sixty days from the effective datc of this ordcr.

The effective date of this order is the da.tc hereof.

ted SEP 12 'IQIQ ., a't San- Francisco Ca.lifornia. o

Presideat )

\///idgymdm,;; .«"7‘ ; T, ?’.'4.‘
"!2i!E;i!EIEEE!!;igg!’!'?;"‘“‘,,’~
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APPENDIX A~ .
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Soutnern California Gas Company
FIRST 6-MONTH PERIOD SUBSEQUENT TO EXFECTIVE DATE OF ORDER

1. Statement of Rates (£ per therm).

- . ,fcc&ivq‘i‘
- 2 : - Commodity: .
PGA SAM - :GEDA :TCAC : - Rates v o

: Bnce‘&/'
: Commodity
: Rater

(LS N ]

Tyde of Service
Residential (GR, GM & GS) o -
Lifeline 16.367 7.5 (TBIZ) 25T 135 20.736
Nonlifeline : . ; )
trst Bloek 20.u87 8.3k (GI0AT) As2 25.289
Dxcess 8.u3u  (L.oAT) 152 30.689
Yonresidenzial ' ' o | B

b

ox-1 : 7.647 (Bs4)  -25T .o 26.215
%22/ 6.807 (3558) -257 .128  25.506
GZ\'-32 20.¢ | &.307 (@) _1_2&,.. 25.506
G4 213 6.807 (2.599) 228 25,506
GN-5 20.612 6.807 (2.599) | 95500 |

wholasale

¢-£0 R T84T (2.815) 27 19.938
G-5. * o - o R
Regular ' ,_  7.647  (2:618)" 0%k 19.975
Pearing 7.647 (Z.o18) .05k 21.9807

1/ Az of April L, 1979 per Docisimn Ne. $OL05.
2/ Aosmdaia Producers (Temperury Supplemental Serviee).

GN-2, GN-k 20.613 0 o .25T 21,170

(Red_Figure)
Applicants e¢ffcctive commodity rates are changed to the level or extent
shown in thic appendix. Schedule G~30 rates to dbe increased commensurately
with Schedule GN=l. ‘ . :

Applicants custozer charges and demand charges are unchangc@Qj.
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APPENDIX A
Page 2 0f 2

Southern California Gas Company
SECOND 6-MONTH PERIOD SUESEQUEN’“ T0 EFFECTIVE DATE OF ORDm

1. Statement of Rates (£ pcr.,‘therm)-,

Base i/
Commadity
zes

: o Effec ivc
S : Comdi%v
SAM. :GEDA 'TCAC":‘ Rates

X 2 I 2
L 2 .
woer o wy

Type of Service

Residential ‘ S T S
Lifeline 16.387 © 5.509 (T3 .257 135 ,7-20-51-55:""-' e
- Nonlifeline ‘ e
First Block 20.587  6.121 (L83B) .257 .152 . 25 489;;(-'
Breess 25.887  6.120  (I525) .257 .152 5‘30 889{?;,‘
Noaresidential o o |
GN-1 5..79  (1.368)" .257 .2b0 "25 53”‘”‘-', -
ox-22/ 20,403 6.807 (Z559) 257 128 25,506
GN-3 20.913  6.807 (Z599) .257 128" 25: ‘508
c;z\'-hg/ ) 20,913 6.807 (2-599) 25T 25.506"
GN-5 20513 6.807 - (253) 257 128 25“5°°'7‘" o

Wholesrle

G-60 Ww.558  s.k7e (TERL) 257 L0 -ﬁ,;iéf;hsfrﬂ{ir
G-61 | SR RIS
Regelar W.505  5.kT9 (ZEET) 25T .0k 19.504
Peaking 6600 5479 (FEL) 25T .09k 21509
1/ As of Apr<l 1, 1979 per Decision No. 9005. " o

2/ Ammonia Producers (Temporary Supplemental Service)

GN-2, CN-& 20.913 0 o .257

(Fed Figure)
Applicants effective commodity rates are changed to the level or extent -

shown iz this appendix. OSenedule G-30 rates to be increased ‘commc'nsumtely .
with Schedule GN-l. ‘ S B -

Applicants customer charges and demand charges are unchanged.




A. 58724, Decision No. 90822

COMMISSIONER CLAIRE T. DEDRICK, concurxing:
I concur in part and dissent in part.
It is reasonable to ask the legislature to decide if the ammonia: .

industry should be given priority treatment. 'deever, we. should"giifé- the

companies a reasonable time perxiod in which to seek lég"isla.*;idn.'vj‘.'Thé‘.ﬁx&j‘o;ity--‘ SR

feels that Januaxy 1, 1980 is adequate. My own-experience with ‘the legislature
makes Me believe that that is too little time. |

The minimum period, I think, would be Maxch 1, and even that would o

reqﬁire an urgency statute.

San Francisce, Califlornia

September 12, 1979




A. 58724

COMMISSIONER VERNON L. STURGEON, Dissénting

1 concur in part and dissent in part. The best .
arguments against the position taken by the Cbmmission”tbdﬁy‘§ 
with respect to the plzght of the Ammonza Producerq are the
specific findings that were made by the Admznmstratlve Law"
Judge who heard the extenslve evidence on th:s-lssue,‘gl,hav¢ 

attached those to this dissent.

San Francisco, California %Zi:;ﬁﬂwd¢ubf £K/49
September 12, 1979

Commlssloner




.~ ALS8724 ei/ks *

8. The revised gas rates adopted herein will provzde So al’
customers with an economic sigral as to the cost of ene*gy
9. Gas rates established close to the cost of alterﬁahc
energy will provxde incentive for commerci Lal and 1ndustrial custome*s_
to maximize efficiency and conservation in theiyr use of cncrg""
10. The Ammonia Producers are unique and different from: SoCa; s
other customers and customer classes on the followzng bases-

s

a. They are the two largest customers se*vcd
by SoCal on Schedules GN-1 through GN-4

b. They are the only customers on Solal's
system that uctilize natural gas as £oed-
stoek to produce ‘a product in competl;lon
with foreign competitors.

»
S

They are the only customers for whom the cost
o~ za represents a- major portion o-ﬁthc~
oduct cost. e

;Hev rLCCLve as dLrecclv Lrom ansm‘b ion
limes 24 hours . a day, seven davq a week,
all vea* long. except when the slant is
shut down for maintenance in. January, ~he*
month of SoCal's greatest demand,

They produce a product whose absence can
have a pronounced adverse eff ecu on the.

general ecconomic well-being of hhe State
as a whole. ‘ _

11. The temporary continuance of p*esen; ra:es to bhe Anmon;a
Producers to retain them on the system would *csult in. she mavpxﬂ L
between revenues reccived and the average cost of gas rgdoundxng co
the benefit of the system ratepayers as a whole. | ' o o

12. 1I£ the amor.;z tion of PGA and SAY under- or OVQ’COIICCt~OﬂQ.'

the balancing account is made over a six- monhh pcraod as. comoared
the twelve-month period now_employed. .Heve will be less: bbllcup
large under- or ovexcollections. , B « o

13. Large under- or overcollections in the bélancing'accoun:s:L o
do not bemefit SoCal or its ratepayers because a large undercollection
impacts the u:mlxty s cash flow and an overcollcctxon should quxckly
be passed on to benefits Tatepayers.

~55=




